Reference Room | 
1955 GENERAL FARM SITUATION AND EXPORTING OF 
SURPLUS AGRICULTURAL COMMODITIES 


HEARING 


BEFORE THE 


COMMITTEE ON 
AGRICULTURE AND FORESTRY 
UNITED STATES SENATE 


EIGHTY-FOURTH CONGRESS 
FIRST SESSION 
ON 


FARM DEMAND AND PRICE SITUATION AND ADMINISTRATION 
OF THE AGRICULTURAL TRADE DEVELOPMENT AND 
ASSISTANCE ACT OF 1954 


JANUARY 19; 1955 


Printed for the use of the Committee on Agriculture and Forestry 


os 


UNITED STATES 
GOVERNMENT PRINTING OFFICE 
WASHINGTON : 1955 








Reference Room 
1955 GENERAL FARM SITUATION AND EXPORTING OF 
SURPLUS AGRICULTURAL COMMODITIES 


HEARING 


BEFORE THE 


COMMITTEE ON 
AGRICULTURE AND FORESTRY 
UNITED STATES SENATE 


EIGHTY-FOURTH CONGRESS 
FIRST SHSSION 
ON 


FARM DEMAND AND PRICE SITUATION AND ADMINISTRATION 
OF THE AGRICULTURAL TRADE DEVELOPMENT AND 
ASSISTANCE ACT OF 1954 


JANUARY 19, 1955 


Printed for the use of the Committee on Agriculture and Forestry 


os 


UNITED STATES 
GOVERNMENT PRINTING OFFICE 
WASHINGTON : 1955 








COMMITTEE ON AGRICULTURE AND FORESTRY 
ALLEN J. ELLENDER, Louisiana, Chairman 


OLIN D. JOHNSTON, South Carolina GEORGE D. AIKEN, Vermont 
SPESSARD L. HOLLAND, Florida MILTON R. YOUNG, North Dakota 
CLINTON P. ANDERSON, New Mexico EDWARD J. THYE, Minnesota 
JAMES O. EASTLAND, Mississippi BOURKE B. HICKENLOOPER, Iowa 
EARLE C. CLEMENTS, Kentucky KARL E. MUNDT, South Dakota 
HUBERT H. HUMPHREY, Minnesota JOHN J. WILLIAMS, Delaware 


W. KERR SCOTT, North Carolina ANDREW F. SCHOEPPEL, Kansas 


Corrs M, MousER, Chiff Clerk 
11 


sabe 


: 
’ 
: 
: 
' 





CONTENTS 





Statement of: Page 
Beach, R. P., Assistant Deputy Administrator, Operations, and Budget 
Officer, Commodity Stabilization Service, United States ee: 

ment of ee eee che itr ac anon hs eon a i8 

Benson, Hon. Ezra Taft, Secretary of Agriculture- ogausvease hs. 1 

Butz, Hon. Ear! L., Assistant Secretary of Agriculture. _____- 23 
Toanes, Raymond A., Assistant Director, Foreign Trade Program Di- 
vision, Foreign Agricultural Service, United States Department of 


Agriculture ee a ee 20 
McConnell, James A., Administrator, Cc ommodity Stabilization Serv- 
ice, U nited States Department of Agriculture_. 39 
Paarlberg, Don, Assistant to the Secretary, U nited States Department 
of Agriculture. cost ede 43 
Richards, Preston, Deputy Administrator for Price Support, Com- 
modity Stabilization Service, United States Department of Agricul- 
| SG CaCO, Coes Se oa i Se i es Bat. has wb cia . 29 
Weaugh, Hon. Samuel C., Assistant Secretary of Ste.te 30 
} Wells, Oris V., Administr tor, Agricultural Merketing Ser-ice, United 
’ States Department of Agriculture______ ek a Sees ph 29 
Miscellaneous documents: 
Chart, balance sheet of agriculture__ os ie a uErie ree et 16 
Chart, carryover of major farm commodities. - icons his ie inal 16 
Chart, CCC investment in farm commodities - - 17 
Table, projected use of foreign currency during first year’s 8 operations 
under title I, Public Law 480_-_ 17 
Table, quantities of surplus foods donated for domestic and foreign use 18 
Table, disposition commitments of CCC commodities, 1954__-_- 18 
Table, analysis of authorized commodity sales, title I, Public Law 480 22 


Statement by the Department of Agriculture on the mechanism for 
determining surplus agricultural commodities to be included under 


title I, Public Law 480_- ways 26 
Supplementary statement filed by ‘Hon. Samuel C. W ‘augh, Assistant 
TRI GE MIUNO i sd 5 cen eoncnaee as 33 
Table, realized cost of agricultural and related programs, by fune- 
tion of purpose, 1932-54__....-.....-.-------------------- Facing 38 
| Table, prices received by farmers for milk and butterfat, 1953 and 
We... Se ee ie en oo a enc soe 46 
Table, commodities pledged for outstanding loans and in inv entory, 
and number of months’ supply of such commodities___ -- _ -- 50 
Statement by the Peeters of Agriculture on SreeneN | of dairy 
products-__-_--- Mites J-ehes 52 
Table, farm debt in the United States, specified years. leis a 57 
Statement by the Department of Agriculture on participation of 
United States private trade under title I, Public Law 480_______- 60 
Statement by the Department of Agriculture on farm population and 
its definition, and farm income-________.__..-_---.------- 64 
Table, Commodity Credit Corporation inventory operations, 1952-54- 66 


Trt 





1955 GENERAL FARM SITUATION AND EXPORTING OF 
SURPLUS AGRICULTURAL COMMODITIES 


WEDNESDAY, JANUARY 19, 1955 


Unrtep States SENATE, 
ComMMITTEE ON AGRICULTURE AND Forestry, 
Washington, D. C. 

The committee met, pursuant to call, at 10 a. m., in room 324, 
Senate Office Building, Senator Allen J. Ellender (chairman) presiding. 

Present: Senators Ellender, Johnston, Holland, Eastland, Hum- 
phrey, Scott, Aiken, Young, Thye, Hickenlooper, Mundt, Williams, 
and Schoeppel. 

The Cuarrman. The committee will be in order. 

Since this happens to be our first meeting since the reorganization 
I wish first to extend greetings to our new member, the distinguished 
Senator from North Carolina, Mr. Scott. 

A few days ago I sent a letter to Mr. Benson, the Secretary of 
Agriculture, asking him to appear before us and give us an outline of 
the progress made in the agricultural field since the flexible price 
support program has been in effect, and also to give us some evidence 
as to the operations of the Commodity Credit Corporation in the last 
year. 

Mr. Benson, we notice you have a prepared statement. 

Secretary Benson. Yes, Mr. Chairman. 

If I may go through this hurriedly, I will not take time to discuss 
the charts and tables at the end, unless, through questions, there is a 
need for that. 

But if I could run through this hurriedly, I would be happy to do so. 

The CHatrman. Isit your wish to go through the statement without 
interruption? 

Secretary Benson. I believe that would probably result in the best 
use of time, if that is agreeable. 

The CHarrMan. All right. If there is no objection, we shall pro- 
ceed that way. 

I wish to state further that after Mr. Benson concludes, I shall give 
each Senator an opportunity to ask such questions as he may desire, 
starting with the chairman and then alternating on each side of the 
table, according to seniority. 

You may proceed, Mr. aii. 


STATEMENT OF HON. EZRA TAFT BENSON, SECRETARY OF 
AGRICULTURE 


Secretary Benson. Thank you, Mr. Chairman. 

Mr, Chairman and members of the committee, it has been several 
months since I last appeared before this committee. I deeply appre- 
ciate your invitation to review the operations of the Department of 
Oe in various fields and to discuss the general farm situation 
and outlook. 
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7 GENERAL FARM SITUATION 


It is my purpose in this prepared testimony to anticipate, insofar 
as possible, some of the questions which you may have. In the main, 
I should like to discuss production trends, the farm outlook, as’ it 
applies to major commodities, and several special problems such as 
drought, surplus-disposal programs, and production controls. 


1954 PRODUCTION 


Total agricultural production last year was substantially the same 
as the 1953 all-time high, despite widespread drought. With average 
growing conditions, another record or near-record output is expected 
in 1955. Some further reduction in wheat acreage is likely to be 
offset at least partially by increases in other crops, principally feed 
crops, since restrictions on the use of diverted acres have been relaxed. 

Total output from agriculture in 1954 was 15 percent greater than 
in 1947, the year when net realized income from agriculture was at 
an all-time high. This output was produced by 18 percent fewer 
workers than we had on farms in 1947... This means that output per 
man was about 40 percent above the 1947 and nearly double 1939, 
when World War tf treann, These comparisons give eloquent proof 
of the continuing technological revolution that has made American 
agriculture the most efficient in all the world. 


GENERAL ECONOMIC SITUATION IS GOOD 


At no time since the end of the Korean war has business optimism 
concerning the future of the American economy generally been stronger 
or ene widespread than now. The long-time outlook for America is 
good. 

Our country has been enjoying a period of relative economic stability 
during the past year. The widely advertised business readjustment 
of 1954 evidently reached its bottom about last July. The slow 
erosion of prices and business activity which had been in progress 
since shortly after the Korean boom halted then, and has turned up 
modestly. The upward course has been fairly steady, although not 
spectacular, for the past several months, Our economy is growing at 
a healthy rate, production is increasing absolutely and on a per 
worker basis, consumer incomes are rising, and higher ayerage stand- 
ards of living are in prospect. 

The year 1954 was the second biggest, economic year in the history 
of America. This was accomplished without war, with Federal Gov- 
ernment expenditures down $11 billion and Federal taxes reduced over 
$7 billion. During 1954, for the first time in several years, American 
soldiers were not being shot at anywhere around the world. And yet 
we achieved a stable economy at a high level. The transition from 
post-Korean inflation to semipeace conditions was made with the least 
disturbance to our economy of any postwar economic adjustment in 
our history. 

Truly the economic health of America is good. 

Gross national production in 1955 will equal, probably exceed, the 
1954 level of $357 billion. It, could even anual’ the record of $365 
billion in 1953. It is reliably predicted that our gross production will 
reach $500 billion by 1965. is will mean an average increase of 20 
percent for each of us, above our present living standards. 
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American agriculture will share in the growth and prosperity ahead 
of us to the extent it eqntinues to apply science and technology to its 
production and merchandising. Continued high levels of eungheytnbut 
and growing consumer incomes in this country will provide a continued 
strong domestic demand for the products of our farms. Moreover, 
we expect export outlets for farm products to be significantly larger 
than last year. This should also add strength to our domestic farm 
economy. 

FARM FINANCIAL SITUATION HAS STABILIZED 


In this overall environment of a stable to strong general economy, 
American agriculture may also look forward to economic stability and 
continued growth. Although farm income has declined slightly more 
in the last. year than has that of the general economy, it is a 
that its decline has been very markedly slowed from the rapid drop of 
2 years ago. The most rapid drop in farm prices and income occurred 
in 1951 and 1952 following the Korean inflation. 

The price parity ratio has been remarkably stable during the past 
year. It stood last month at 86, about 8 points below the figure for 
23 months earlier when this administration assumed office. In the 
23 months before January 1953, the price parity ratio had dropped a 
total of 19 points. 

Realized net income of farmers last year was approximately $12.5 
billion. The United States farm income has about stopped its post- 
war decline. Net farm income in 1955 should approach that of 1954. 
Prices received by farmers may be expected to average close to the 
levels prevailing at the present time, and cost rates or prices paid by 
farmers probably will not change much in the year ahead. This means 
that pee parity ratio likewise will remain fairly stable in the year 
ahead. 

The small changes in farm income and farm prices between 1953 
and 1954 suggest that most of the postwar adjustment has been com- 
pleted, and that we are in a period of comparative stability. The ad- 
justment agriculture has undergone the last few years has been diffi- 
cult. However, statistics alone don’t tell the full story. 

While our total farm income was declining from 1947 by some 
25 percent, our farm population was also declining about 20 percent. 
This means, therefore, that per capita income in agriculture has de- 
clined markedly less than has total income. In the last 7 years; per 
capita income from agriculture has declined only about 5 percent. If 
we take account of the income that farm people receive from nonfarm 
sources, the realized per capita income of farm people from all sources 
actually increased 6 percent from 1947 to 1954. 

It is essential that we maintain fluidity in our agricultural pepula- 
tion. As we increase efficiency of our production of food and fiber, it 
is possible to do our production job with fewer workers on farms. 
This results in a higher living standard for our farmers as well as for 
our urban. people. 

LIVESTOCK AND MEAT 


The, cattle.industry saw some price recovery and. restoration of 
stability in 1954. There was improvement over the depressed condi- 
tions of 1953, except for the savers tricken areas in the Southern 
States and certain areas of the West.. The past year, with modest 
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price improvement over the year before, has seen a restoration of the 
spirit and the confidence of the beef industry. 

The sharp increase in cattle numbers atieh occurred in recent years 
has evidently been halted. Total cattle numbers increased from 76.8 
million head, January 1, 1949, to 94.7, January 1, 1954. This was 
an increase of 23 percent in 5 years. It appears probable that we 
now have reached or passed the peak in cattle numbers, and that we 
may expect pe a stability in the cattle market. Prices of both 
feeder cattle and fed cattle have strengthened in recent months. 

A little over a year ago there was considerable agitation in some 
quarters to institute a program of direct price supports for cattle. 
Responsible leaders of the cattle industry counseled. against «such 
action. As a consequence, cattlemen were left free to make their 
own adjustments of supply to demand. Those adjustments have 
been accomplished more quickly than could have been done under a 
system of direct price supports. 

In the meantime, our people have learned to eat and to like record 
quantities of beef. In 1951 America had a per capita beef consump- 
tion of 55 pounds. In 1954 we consumed 79 pounds of beef per person. 
That is an increase of 43 percent in 3 years. It is remarkable that so 
great an increase in per capita consumption could occur without more 
price deterioration than we experienced. This was due in large part 
to the effective merchandising programs of our livestock and meat 
associations, our retail organizations, and of Government. itself. 
Teamwork did the job. 

The most reasonable prospect for the immediate beef outlook is 
continuation of a relatively high level of cattle numbers and beef 
output. Cattle numbers might drop off no more than 2 or 3 million 
in the next couple of years before starting their next upward phase 
of the cycle. Numbers will probably pass 100 million head sometime 
in the early 1960’s, but this is no cause for alarm. With normal 
weather we can support a cattle population that large or larger. We 
have increased our efficiency of production for pastures, forage crops, 
and ay feeds, as well as our efficiency of converting these feedstuffs 
into beef. Further increases in efficiency lie ahead. 

The amazing rate of our population growth emphasizes the need 
for increased production of beef in the longer run. Our population 
today approaches 164 million people. Reliable estimates place this 
figure around 185 million people in 1965, and well over 200 million 
people by 1975. If we have 185 million people by 1965, we will need 
between 100 and 105 million head of cattle to maintain per capita beef 
consumption near current rates. If we have 200 million people by 
1975, we will need over 110 million head of cattle to maintain present 
per capita consumption rates. 

Hog production has been profitable during the past year. Hog 
numbers are still increasing in response to the favorable relationship 
between hog and corn prices in the fore part of 1954. Consequently, 
marketi will increase some next spring and will depress prices 
moderately below the unusually high prices of last spring. But we 
do not expect hog prices next fall to be greatly different from those of 
last fall. Normal profits will continue for efficient hog producers. 

Sheep and lamb ge are now about the same as a year ago, having 
stabilized during the fall. Sheep production, now low, is receiving 


some stimulus from the higher levels of wool support. 
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The total supply of red meats in 1955 will be at least as large as the 
record supply of 154 pounds per person in 1954. ‘This was the high- 
est level of per capita consumption of red meats since these data were 
first reported in 1908. This is further evidence that the dietary levels 
for all of us are being upgraded. 


THE IMPROVING DAIRY SITUATION 


There is good news for dairymen in the developments of recent 
months. The most important of these is the fact that milk consump- 
tion is on the upswing, while production gives every indication of 
having leveled off. In December of 1954, milk production dropped 
1 percent below the figure for a year earlier. At the same time, con- 
sumption figures for 1954 indicate that per capita use of butter m- 
creased by about 5 percent. The average American also ate a fraction 
of a pound more cheese and drank a little more milk last year. 

There is an unmistakable trend toward a better balance between 
dairy supplies and demand—a balance which is being brought about 
not through distasteful and uneconomic production controls but rather 
through increased consumption of the health-giving dairy foods. 

Milk production reached an all-time high of 124 billion pounds in 
1954. Indications are that it will be about the same this year. 

We have approximately 2.7 million more consumers of dairy prod- 
ucts in this country now than we had a year ago. Our population 
growth alone provides a new market for nearly 2 billion pounds of 
milk each year. 

While our stocks of butter and cheese are slightly larger than they 
were in January of 1954, they are down sharply from the levels of a 
few months ago. At the high point last summer, CCC had 466 million 
pounds of butter on hand. At the beginning of this month, the supply 
had been reduced to 266 million pounds. In September 1954 COC 
owned 435 million pounds of cheese. By the end of the year, these 
holdings had been cut to 335 million pounds. Stocks of dry milk, 
which totaled 600 million pounds last spring, were down to 92 million 


‘pounds by year’s end. 


In December—last month—the Government bought not a single 
pound of butter. This was the first full month in 2 years in which 
no purchases were made. During December 1953 we bought more 
than 11 million pounds of butter and the heavy flow was just be- 
ginning. 

During the final 3 months of 1954, butter purchases totaled only 
half a million pounds, as compared with 15 million a year earlier. 
Although we have bought some butter in recent days, purchases are 
well below the rate of a year ago. 

Government buying of cheese and nonfat dry milk has also declined 
greatly in recent months, Last month cheese purchases totaled 
about 1% million pounds, compared with nearly 7 million for Decem- 
ber of 1953. This was the smallest amount we had bought in any 
month for 2 years. We purchased 11.2 million pounds of a milk in 
December 1954—less than one-third the amount of a year earlier. 

We have followed a system of rigid mspection and regrading of 
CCC-owned dairy stocks. The constant emphasis has Bast upon 
moving older supplies into channels of consumption first, with the 
result that the great bulk of today’s stocks is in excellent condition. 


57728—55——-2 








6 GENERAL FARM SITUATION 


An important factor in the generally improved dairy situation is 
the aggressive merchandising and promotional campaign which is 
being carried forward by the industry with our full cooperation. We 
have yet to see the full effect of this program. It is steadily gathering 
momentum. In the months ahead we may confidently expect to see 
more dairy advertising, greater emphasis upon making milk more 
readily available through vending machines and other outlets. 

There has been an excellent response to the new program approved 
by the 83d Congress which makes an additional $50 million available 
this year and next to expand the school lunch milk program. The 
armed services are cooperating in the drive to increase use of milk 
and other dairy products. 

All of these things which I have cited are reflected in the fact that 
milk prices have improved somewhat in recent months. For the 
final quarter of 1954, wholesale prices received by farmers for all 
milk averaged 86 percent of parity—the same as in March of 1954, 
when price supports were still at 90 percent of parity. 

The dollars and cents level of price support for manufacturing milk 
and butterfat will be the same in the marketing year beginning April 1, 
1955 as in the current marketing year. 


EGGS AND POULTRY ARE ADJUSTING 


We can now foresee the end of the cost-price squeeze which eg: 
and poultry producers have faced during the last season. Indeed, 
egg prices at the farm level have increased contraseasonally in the 
pris or 4 weeks. Poultry prices likewise have improved in recent 
weeks. 

In response to the relatively low market prices of last fall, fewer 
chicks are now moving out for laying flock replacements next spring. 
Prices next summer and fall should be substantially above those of 
last season, thus permitting efficient producers to experience more 
normal profit levels. 

This tendency of prices eventually to guide production is nowhere 
better seen than in the behavior of Be he prices. After an extended 
period of relatively low prices, broiler producers reduced production. 
Broilers increased from 19 cents in December to the current level of 
about 25 cents. 

FATS AND OILS 


Production of fats and oils continues at record levels. Exports of 
fats and oils and oilseeds are also establishing new records, largely as 
a result of CCC sales. CCC stocks of cottonseed oil were built up 
under price-support operations to over a billion pounds about a year 
ago; were 800 million pounds in August 1954; now are under 300 
million pounds; and should be reduced further by October 1955. 
Thus we have reversed a trend which has been in effect since 1951. 

In the industrial oils category, linseed oil stocks were built u 
under price-support programs to a peak of about 500 million pounds 
but now are close to 60 million pounds which can be disposed of 
readily by export. 

Soybean acreage and proieehen continue to expand in response 
to strong domestic and foreign demand. Prices continue good. 


still larger production is expected next season. 
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WHEAT 


Even though wheat supplies are at record high, wheat prices are 
substantially above the levels of last summer, and even those of a year 

o. This is due to relatively small supplies of “‘free’’ wheat—that is, 
eas not held by the CCC under the price-support program. Wheat 
production next season should be somewhat less than last season be- 
cause the acreage allotment has been reduced, It should be pointed 
out that the big expansion in wheat acreage in recent years occurred 
outside the commercial wheat areas. Much of the increased produc- 
tion was low quality milling wheat. This production iacrease was in 
response to high level rigid price supports well above average produc- 
tion costs. 

Even with a record carryover of wheat, we do not actually have a 
surplus of the high quality milling varieties most in demand. There 
is a critical shortage of durum wheat. The fact that high protein 
hard spring wheat is commanding a substantial premium over the loan 
price is evidence enough that there is no oversupply problem involved 
here. 

What has happened is that high wartime prices and a continuation 
of fixed price supports have ecnouraged expanded wheat production 
outside the traditional commercial wheat areas. Much of this increase 
took place in the southern Great Plains, the Corn Belt, and some of the 
dairy States. 

Now growers of the high quality milling wheats are taking the same 
production cuts as growers in other sections of the country who have 
contributed most to the real wheat surplus. 


COTTON 


Cotton exports this year are expected to be about 20 percent above 
those of a year ago. Excessive foreign stocks had been reduced at the 
beginning of the season and demand has been good. In addition, the 
private cotton trade in this country is doing an excellent selling job. 
I know that many people within the trade are firmly convinced that 
the way to build world markets for the long pull is through aggressive 
and competitive selling, rather than through outright dumping or 
other Government action which would adversely affect trade. 

American cotton today is beg offered for sale upon a competitive 
basis which reflects generally better quality. 

Prices received by American farmers for cotton have been at or 
above the 90 percent support level since last April. They will be 
supported at the same level next year. 


WwooL 


Under the Agricultural Act of 1954, shorn wool in 1955 will be 
supported at 106 percent of parity, or 62 cents per pound, as compared 
with 53.2 cents in 1954. The method of support will be through pay- 
ments rather than loans. Pulled wool will S supported by payments 
on sheep and lambs sold for slaughter. 


TOBACCO 


Supplies of tobacco are large, peenay of burley, since the 1954 
production was unusually high because of record yields. Domestic 
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consumption of cigarettes is moderately lower than a year ago, but 
export prospects for leaf tobacco are for na increase of 7 to 10 percent. 
Tobacco exports during October were the highest of record for any 
single month. The major kinds of tobacco will continue to be sup- 
ported at 90 percent of parity. Acreage allotments for 1955 have been 
reduced, except for cigar-filler and binder types. 







FRUITS AND VEGETABLES 


Fruit prices generally are above their long-term average, only just 
a little lower than the relative high levels of a year ago. Consumer 
demand for fruits in 1955 is expected to be at least as good as last year. 
Prospects for export demand will be above last year. 

Demand for fresh vegetables is likewise expected to be as strong 
as last year, thus assuring market stability. Total acreage for vege- 
tables for processing will probably be about as large as a year ago. 

The Agricultural Act of 1954 authorizes the extension of marketing 
agreements to fruits and vegetables. A number of marketing agree- 
ments have been approved for potatoes and selected fruits. While it 


is too early to have definite conclusions about their effectiveness, 


it now appears that extension of marketing agreements to this area 
was wise. 


MARKETING SERVICES COST MORE MONEY 


Charges for marketing food products have increased each year 
since 1950. In 1954 they averaged slightly higher than in 1953. 
Retail prices of food products were about 2 percent lower last year 
than in 1953. 

The small increase in marketing charges and the decrease in farm 
prices reduced the farmer’s share of the dollar consumers spend for 
farm-produced foods to 43 cents in 1954, compared with 45 cents in 
1953. This decrease in the farmer’s share occurred because of (1) an 
increase in ‘‘services’’ which consumers purchase with their food, and 
(2) high-cost rates for many of those services. Along with her food 
products the American housewife buys increased quantities of pack- 
aging, delivery, freezing, precooking, and other services. These 
things cost money. They provide a sort of “built-in maid service” 
which we now purchase through our grocery stores. 

The cost of these services is inflexible. Wages, which rose about 4 
percent in 1954, now represent about one-half of the total charges 
for marketing food products. Prices of many of the supplies used by 
marketing firms, as well as transportation charges, change only 
infrequently. 

Because of this relative inflexibility in marketing charges and the 
increase in the amount of services sold with food, such cost reductions 
as are achieved will come largely from improvements in marketing 
efficiency. 

Competition among food-marketing agencies in recent years has 
been largely on the basis of services to consumers, rather than prices. 
Consequently, we have been witnessing a condition in which retail 
food prices remained fairly rigid even though farm prices dropped 
noticeably. The larger spread between farm and retail prices that 
developed under this type of competition has been the means by 
which processors and distributors have paid for the additional services 
now commonplace in food marketing: 
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The arithmetic of food marketing is simple—any service must be 
paid for in the form of higher prices to consumers, lower prices to 
farmers, or lower costs made possible by increased efficiency in 
production and distribution. Further imereases in services sold to 
consumers along with the food they buy are probable. Some of 
these services may tend to decrease marketing costs by decreasing 
losses through waste and spoilage of perishable products. 

On the other hand, most of the services will tend to imcrease costs 
unless there are improvements in production and marketing efficiency. 
The Department of Agriculture is pushing research that will help 
find ways to lower production and marketing costs. We are aggres- 
sively seeking new markets for farm commodities in order to encourage 
full use of resources available for the production and distribution 
of food. 

PRODUCTION CONTROLS AND DIVERTED ACRES 


Marketing quotas approved for wheat and cotton, along with the 
impending rice referendum, call for a reduction of about 9% million 
acres in 1955 from the acreage planted to these three crops in 1954. 
Most of this reduction is in wheat. The 1955 acreage allotment for 
the commercial corn-producing area may be larger than the 1954 
allotment, however. 

This is the second consecutive year in which wheat and cotton 
acreages have been curtailed, and likewise the second successive year 
in which quotas for these crops have been established. In the absence 
of any minimums, the national wheat acreage allotment for 1955 
would have been about 19 million acres instead of the 55 million acres 
proclaimed, and the cotton national acreage allotment about 15 
million acres instead of the 18.1 million acres proclaimed. 

This situation points up the fact that in 1955 we again face the 
question of how best to use acreage taken out of production of the 
basic commodities. In 1954 feed grain plantings increased by 13 
million acres over 1953 and flaxseed and soybeans increased by 4 
million acres. 

The sole purpose of production controls is to balance production 
with markets—actual and prospective. New market imbalances 
created by crops produced on diverted acres can offset, in consider- 
able measure, the purpose of the original controls. 

In 1955 we will be operating for the first year under our new farm 
program. In submitting that program we expressed the hope that 
it would increase both domestic consumption and exports to the 
point where controls would be reduced to a minimum. However, 
we must recognize that achievement of this objective will take time 
for some crops, such as wheat, where there are exceedingly large 
surpluses. In addition, it will depend upon the extent to which the 
acreage reduction is offset by higher per-acre yields. 


PROGRESS IN WATERSHED PROTECTION 


Public Law 566, the Watershed Protection and Flood Prevention 
Act, was approved by the President on August 4, 1954. On December 
18, 1954, the President issued an Executive order prescribing the rules 
and regulations for the administration of the act. . 
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Local organizations throughout the country have shown an intense 
and prompt interest in requesting assistance under the provisions of 
the act. U p to January 13, 1955, more than 200 applications ‘from 
24 States had been received in Washington. Information indicates 
that at least as many more are now being processed in the various 
States. Each of the applications received in Washington has been 
approved by the State government, Forty-one States have recog- 
nized their responsibility for approving applications, as required by 
; he act, by designating a specific State agency to perform this approval 
unction. 

The Soil Conservation Service has organized and trained 22 work- 
plan parties which, with the help of the Forest Service, will provide 
technical planning assistance. Preliminary planning on the first 
group of watersheds is now underway. Priorities within States will 
be based on recommendations made by the individual States. 

The pilot watershed program authorized in the Department Appro- 
priation Act of 1954 has been progressing very satisfactorily. Of the 
65 small watersheds originally designated under this program; 60 are 
now being actively sponsored by local organizations. The installation 
of the land treatment measures and flood prevention structures is well 
underway on each of the watersheds. 


SURPLUS DISPOSALS 


The primary authority of the Department of Agriculture im the 
disposal of stocks acquired in se eign operations is contained in 
the Commodity Credit Corporation Charter Act and the amendments 
enacted by Congress from time to time. Under this authority, sales 
have been made from Commodity Credit Corporation stocks to the 
private United States trade totaling approximately $940 million during 
1954. About $500 million of this total have been sold for export. 
The total value of all dispositions of Commodity Credit Corporation 
stocks during 1954 have totaled about $1,400 million. 

Public Law 480 enacted by the 83d Congress broadened the existing 
authority for the disposal of price-support stocks. First, sales for 
foreign currency were authorized in addition to that provided in the 
mutual security program administered by the Foreign Operations 
Administration. Second, the authority of the President to provide 
emergency relief abroad was broadened and made effective for a 
period of 3 years. Third, existing authority to make donations of 
price-support stocks to meet domestic and foreign relief needs was 
liberalized. Fourth, new impetus was given to the Commodity 
Credit Corporation’s existing barter authority. 

Since there has been so much interest expressed in the sales for 
foreign currency under title I of Public Law 480, I would like to give 
you a fairly complete report on this operation. 


TITLE I, PUBLIC LAW 480 


We are making real progress in the implementation of this authority. 
Agreements have already been signed with Turkey and Y ia. 
We expect to be in position to issue purchase authorizations under the 
$85 million Japanese program by the end of January or early February. 
Some of the negotiations with other countries are now being concluded, 
and we believe we will be able to sign agreements with 2 or 3 of them 
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by the end of this month. Programs negotiated or under negotiation 
total approximately $453 million against the $700 million authorized 
by law. Therefore, present programs will utilize about two-thirds of 
the total funds authorized for a 3-year period. Finally, purchase 
authorizations have already been issued totaling about $60 million at 
export market value, including ocean transportation for wheat, 
barley, oats, and cotton under the Turkish and Yugoslav programs. 
Six cargoes of wheat have already been sold for prompt shipment by 
the private trade under the latter program. 

This is concrete progress. 

I know there has been some comment that there was delay in getting 
this program underway. In this connection I want to emphasize 
that the safeguards and requirements contained in the statute necessi- 
tated careful planning of integrated country programs. This careful 
planning had to be implemented by painstaking and extended nego- 
tiations with the governments of the countries involved, in order to 
assure achievement of the purposes of the act, before agreements could 
be signed and sales made. 

I said this is a new law. It is also a complex law affecting the 
interests of other agencies of the Government in addition to the 
Department of Agriculture. The law provides that agreements must 
be negotiated With develo overnments covering necessary standards 
and safeguards prior to ae for foreign currency. In addition to 
these matters directly affecting the sale and utilization of the agri- 
cultural commodities, it is necessary in negotiating agreements under 
the act to make provision for: 

(1) the protection of our usual marketings; 

(2) the uses of the foreign currency payments among the eight 
categories permitted under the law; 

(3) appropriate exchange rates governing initial payments and 
exchange-rate guarantees; 

(4) the terms, and method of administration and supervision of, 
any economic or multilateral trade-development loans; 

(5) the deposit of foreign-currency payments to special United 
States accounts; 

(6) United States cargo preference requirements. 

It has been said that title I programs may endanger our normal 
marketings. This is certainly a possibility unless programs are care- 
fully developed and carried out. We believe we are taking the neces- 
sary steps to prevent such interference. For example, in the Japanese 
program, we have obtained firm assurances from that Government 
that purchases of about 175,000 bales of cotton for yen will be in 
addition to 775,000 bales which they will purchase with dollars. I 
think you will find general agreement in the cotton trade that this 
usual marketing figure is realistic in view of Japan’s balance of pay- 
ments situation. 

The statement has been made that title I is a “giveaway” program. 
Let’s analyze this statement. The test of this point is the use to 
which the foreign currencies are put. Analysis of the programs 
within the $453 million target show that about 25 percent of the 
foreign currencies will be used to meet United States obligations. 
These obligations would otherwise be paid with appropriated funds. 
These are in effect dollar sales. About 5 percent of the currencies 
will be used to expand markets for United States agricultural com- 
















12 GENERAL FARM SITUATION 





modities—about 12 percent to purchase strategic materials for the 
supplemental stockpile and 7 percent for other uses beneficial to the 
United States, authorized under the law. All of the above United 
States uses which total 49 percent are for the primary benefit of the 
United States. 

About 38 percent of the foreign currencies will be loaned to foreign 
governments for economic development and multilateral trade pur- 
poses. These are not grants. They are loans which are to be repaid 
with interest, either in dollars or in foreign currency which can be 
used for any purpose of the United States. I can assure you that 
foreign governments do not consider the terms of those loans as 
“oiveaways.”’ 

About 13 percent of the proceeds are scheduled to be used to 
strengthen the armed forces of. friendly countries. While this use 
results in no return of materials to the United States, it will further 
the common defense effort of the free world. 

We have been asked on several occasions for our estimates of the 
different commodities that will be included in the first. year’s program. 
It is not possible at this early date to give a clean-cut answer to this 

uestion because several of the negotiations are still underway. 
Hower: based on our experience to date, it appears that about 43 
percent of the export market value of programs will be spent for 
grains, about 28 percent for cotton, 14 percent for tobacco, 7 percent 
for other commodities, and 8 percent for ocean transportation. 
These percentages are based on export market values rather than on 
CCC costs since the purchase authorizations to foreign governments 
will reflect export market values. 

It is possible to indicate a tentative breakdown of the $453 million 
target by geographical areas. This breakdown is: as follows: 


illions 
Weneleis MeNNONGG Joo Sot el. Yea ot ab alte « a aeaicerem =o manana $205. 5 
South, Americmsish sus 25 Ls 2 es SE Ae ee 44. 0 
Mid@e' Best (Firkey) i. et Pos 2 0 Dh OOK LA oi 30. 3 
Southeast Asia... -eceai-ineuiciiesoieolaass Jeaod aii iisuss ao.ciuoae 173. 0 


Title I is one of the immediate tools that we have for moving our 
surpluses abroad in a constructive manner. It is particularly helpful 
in assisting us to overcome the obstacles that have been confronting 
American agriculture in seeking markets abroad under the prevailin 
conditions which have resulted from foreign exchange problems an 
restrictions on imports from the dollar area. But we must not lose 
sight of the fact that in the longer run our primary emphasis must be 
directed to sales for dollars based on our ability to deliver quality 
merchandise at prices competitive in world markets. 

Under title i of Public Law 480, surplus agricultural commodities 
may be furnished, out of CCC stocks and on a grant basis, to friendly 
governments or friendly peoples to assist. in meeting famine or other 
urgent relief requirements. Of the $300 million authorized. for 3 
years, on the basis of CCC investment in the commodities, programs 
already authorized or under active consideration in the first half of 
this year approximate $125 million; It has been estimated that 
additional commitments of $25 million will be required during the 
remainder of the first fiscal year under the program. Shipments 
authorized up to this time. total $68 million of which $52 million is 
grain, $10 million is fats and oils, and $6 million in other categories. 
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SECTION 416 DONATIONS 


Title ITI of Public Law 480 amends and liberalizes the provisions 
of the Agricultural Act of 1949 providing for the donation of price- 
support commodities under section 416. The new legislation author- 
izes CCC to pay reprocessing, packaging, handling, and distribution 
charges of commodities donated up to the time of delivery to a desig- 
nated agency for domestic distribution or to shipside in case of 
distribution abroad. 

The broadened authority has been extremely helpful in expanding 
the distribution of surplus foods to eligible groups in this country 
and abroad. . During the July through December 1954 period, foods 
donated under this authority totaled 442 million pounds in the last 
6 months of 1954, compared with 418 million pounds during the 
previous fiscal year. Donations to welfare agencies for distribution 
abroad totaled 198 million pounds in the last half of 1954 compared 
with 184 million pounds during the entire 1953-54 fiscal year. 


BARTER 


No new legal authority for barter was added by section 303 of Public 
Law 480, but this legislation established a policy of encouraging the 
barter of surplus commodities for strategic materials or for goods 
required in the foreign assistance program or offshore construction. 
Prior to the enactment of this legislation, the Department generally 
limited its barter activities under the CCC charter Act to those mate- 
rials which could be immediately transferred to the stockpile or to 
other agencies with full reimbursement to CCC. Under this policy, 
during the first 5 years of the barter program through last July 1, 
about $110 million in surplus agricultural commodities were exported 
under the program. 

After Public Law 480 was enacted, the Office of Defense Mobiliza- 
tion established long-term stockpile goals and agreed that it would 
request appropriations for strategic materials acquired by CCC within 
these long-term goals. Under this arrangement, the CCC broadened 
its policies and is now accepting strategic materials for its own account 
within these goals for transfer at an appropriate time to the national 
stockpile, 

As a result of the broadened program, barter activity has about 
doubled over the amount of barter previously being carried out. Over 
the last 6 months, barter commitments have been made for about 
$93 million, an amount almost equal to the value of total barter 
activity during the 5 years up to July 1, 1954. We expect that the 
barter program will reach a total of $200 million during the current 
fiscal year, 

All operations are conducted through private United States trade, 
The materials acquired are accepted By CCC at prices not in excess 
of fair market values. CCC arranges to release from its own inven- 
tories against the barter contracts an equivalent value of agricultural 
commodities based on the export market prices established for sales 
within friendly nations of the world. 


57728—55——3 
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SECTION 402 OF THE MUTUAL SECURITY ACT OF 1954, PUBLIC LAW 665 


In addition to the sale of surplus agricultural commodities for foreign 
currencies authorized by Public Law 480, section 402 of the Mutual 
Security Act of 1954, Public Law 665, also provides for sales for foreign 
currencies. It requires that $350 million of the funds appropriated 
for FOA programs must be used for the sale of surplus agricultural 
commodities for foreign currencies. Nearly one-third of this mini- 
mum, $103 million, had been authorized by the end of December. 
The Foreign Operations Administration has estimated that about 50 
percent of these funds will be used for cotton, 30 percent for grains, 
15 percent for fats and oils, and the remaining 5 percent for other 
agricultural commodities. 


DROUGHT ASSISTANCE PROGRAMS 


Serious drought conditions last year resulted in nearly 1,000 counties 

in 18 States being declared disaster areas. To assist in relieving 
widespread suffering and loss in these sections of the country, surplus 
CCC feed grains are being utilized through an emergency feed-grain 
program. 

Under this program eligible farmers and stockmen make their feed- 

grain purchases from their local dealers at a price $1 per hundred- 
weight less than the local trade price. In addition to certain feed 
grains which are in surplus supply with CCC, mixed-grain formulas 
have been approved that utilize certain minimum percentages of these 
surplus grains. More than a million and a half tons of feed grains 
have been distributed under this program during the current fiscal 
year, 
’ Agreements have been entered into with governors of 17 States 
for the use of Federal funds in paying half of the cost (not to exceed 
$10 per ton) of shipments of hay to eligible farmers and stockmen in 
the drought-designated areas. any railroads again are giving valu- 
able aid through a 50-percent reduction in rates on the movement of 
hay. 

Special assistance programs are in effect under the agricultural con- 
servation program, Funds available for these conservation programs 
are used to assist in meeting the costs of carrying out emergency con- 
servation measures recommended in the States. These include cover 
crops which may also be used by farmers for forage and pasture. 

Emergency financial aid is being provided through the special lend- 
ing authorities of the Farmers’ Home Administration. Disaster 
loans in the amount of $14,150,000 have been made to approximately 
9,300 farmers and special livestock loans totaling over $10 million 
have been made to over 1,400 stockmen during the current fiscal year. 
Since the programs have been in effect, disaster loans totaling more 
than $72 million have been made to approximately 51,750 farmers 
and special livestock loans of approximately $46 million have been 
made to 5,500 farmers and ranchers. 

From our experience with the emergency feed programs, we believe 
it would be advantageous for the States to share in the cost and at 
that time be given increased responsibility for administration. You 
will recall that the President, in his recent state of the Union message, 
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stated he would recommend legislation to strengthen Federal disaster 
assistance programs. ‘This legislation will seek an improved appraisal 
of need, better adjustment of the various programs to local conditions, 
and a more equitable sharing of costs between the States and the 
Federal Government. 

By way of conclusion, let me assure you that we see a great decade 
ahead for American farmers. American agriculture is still a good 
stable industry and it always will be. Those who are actively engaged 
in it must never lose confidence in its future. 

The basic philosophy underlying the Agricultural Act of 1954 will 
encourage individual farmers who are efficient and ambitious to 
participate profitably in the thrilling opportunities immediately ahead 
of us in the growing science of agriculture. 

Agriculture offers equally as good an opportunity over the next 
generation as any other comparable vocation for the young man or 
young woman who desires a satisfactory living standard, an oppor- 
tunity to live and rear a family in a wholesome environment, and the 
ability to provide one’s own security for his declining years. 

Our constant objective in the United States Department of Agri- 
culture is to do all in our power to promote a stable, prosperous, and 
free agriculture. 

Thank you, Mr. Chairman. 

The CuarrMan. On behalf of the committee, Mr, Secretary, I wish 
to thank you for your statement. It covers a good deal more than we 
anticipated. 

I noticed on page 16 that the total sales of surplus commodities were 
shown to be $1.4 billion. That indicates the value of the goods sold, 
does it not? 

Secretary Benson. Yes; the dollar value. 

The CuatrMan. Now, how much did you actually obtain and return 
to the Treasury? Or can you give us a breakdown of those sales? 

Secretary Benson. Yes; we can give you a table showing the com- 
plete breakdown if you would like it... I can make this a part of the 
record, if you would like. 

It is also in'very abbreviated form in the last table in this statement. 

The CuHarrman. Is it a part of your statement? 

Secretary Benson. Yes. There are six pages at the end, I should 
have mentioned, of charts and tables which supplement and support 
the narrative. The last chart, chart. VI, the last page, shows the 
commercial sales, noncommercial sales, intragovernmental transfers, 
barter, donations. That shows the breakdown. It does not show 
the losses from the operation. 

(The charts and tables referred to are as follows:) 





GENERAL FARM SITUATION 


I 


THE BALANCE SHEET 
OF AGRICULTURE 
ASSETS CLAIMS 


KS Financial $ BIL. EJ Owners’ equities 
og Other physical 200 ZZ Other debt 
Serene real estate WH Real estate debt 


1940 1945 1950 © 1940 1945 
DATA ARE AS OF JANUARY 1 EACH YEAR 1955 PREL. 


U, S. DEPARTMENT OF AGRICULTURE NEG. S5(1)-911 AGRICULTURAL RESEARCH SERVICE 


CARRYOVER OF MAJOR 
FARM COMMODITIES 


eo 
Wheat Cotton Corn Fats & Oils 
(MIL. BU.) (THOUS. BALES) (MIL, BU.) (MIL. LBS.) 


1952 "53 '54'55 1952 ‘53 °54'55 1952 '53°54'55 1952 '53°54'55 
CROP YEARS BEGINNING: WHEAT, JULY 1: COTTON, AUG. 1; CORN, OCT. 1; PATS ANO OILS, OCT. 1. MEIGHT OF WARS ARE FROPORTIONAL TO VALUE. 


U. S. DEPARTMENT OF AGRICULTURE NEG. 80-55(1) AGRICULTURAL MARKETING SERVICE 
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CCC INVESTMENT 
IN FARM COMMODITIES 


NOV. 30, 1953 NOV. 30, 1954 


Veg. oils eee Veg. oils ($6.9 BIL.) 


1,190 MIL. LBS. Other 837 MIL. LBS. \ 


; Total dairy 
Total dairy products 
products 


1,021 MIL. LBS. am 
Butter - 

Tobacco 

528 MIL. LBS. 


293 MIL. LBS. 


Cotton Wheat 
6 MIL. BALES 854 MIL. BU. 8 MIL. BALES 1,108 MIL. BU. 


SIZE OF SEGMENTS PROPORTIOWAL TO VALUE. 
CCC INVESTMENT AS OF NOY. 30, 1952 WAS $2.2 BILLION. TOTAL INVESTMENTS IN FEB. 1950 WERE $4.0 BH. 


U. S. DEPARTMENT OF AGRICULTURE NEG. 61-55(1) AGRICULTURAL MARKETING SERVICE 


‘TABLE 1.—-Projected use of foreign currency during 1st year’s operations under title I 


Public Law 480} 


ee ! Percent 


Reimbursable for United States use: 
Payment.of United States obligations_ ___ 
Procurement of military equipment for United States forces 
Nonreimbursable for United States use: 
Agricultural trade development 
Purchase of strategic material. ._..__..______ 32.5 
ucational exchange 
Purchase of s for other countries 
Other Uni States uses 
Other nonreimbursable uses: 


oe 
9 


BP apres 


~ 
-o nNoOowNo OF 





S| % 


_ 
o 


1 Figures based on status of negotiations as of Jan. 14, 1955. They are, therefore, subject to change. 
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TABLE 2.—(uantities of surplus foods donated for domestic and foreign use, fiscal 
year 1954 and estimated 1st half fiscal year 1955 


[Million pounds] 





Domestic 
Foreign distri- | Total distri- 
bution bution 








Schools | Institutions | Needy persons 

















Commodity 

















Fiscal | '8t Hall) psoas | Ist hall| Picea ‘ist halt| Fiscal |18t half) pigoat | | ast hale 
year | vear | . year | Year | y |, year year year 
1954 | 1955 | 1954 | Toss | 1954 | 1988 1954 1054 | Joss 
apr os eT | | as 
| | | 
Butter........ 42.6) 250) 242) 10} 49! 16.0} 60.2 } aur] agn9]°  ga1 
Cheese 2222] 287 | so}. 134 | 9.0} 50) 120] 310! 259) 1}, 669 
Dry milk -------| 185) 40) 0) 7.0) 50) 40) 927 | 10.0) 1222] 141-0 
a ane gravy...-.| ues s 52.7 | 7.4 10.4 7.4 | fra paeetaul 177.8 | 37.0 
Dry beans bonis . 19. 5.5 8.0 o 4}. 1BOi ie, «--]. b eens 9,9 | 38.0 
Shortening'.....| 152] 160) 10.0 | 09} 3.7| ma lo cn: 924 23.9) 564 
Other ? | S68) SOP 18) Ba) | Mess th al 49/ 9.8 
Total......-- 246.0 | 124.6 | 134.3) 546), 32,5 | 64.6 | 183.9) 198.4| 601.7 |, 442.2 





! Includes pansteensd oil. 
2 Includes several commodities in limited amounts. 


TABLE 3.—Disposition commitments of CCC commodities Jan. 1, through Dec. 31 


1954 
A. Commercial sales (to private United States trade): 
1. Domestic sales. - wus HOLA LSS SORE Wi BU BN $439, 099, 312 
DF OO iia essa eo memom ee SUR TRA, °s 499, 783, 561 
B. Noncommercial sales (to foreign governments, relief societies 
G0 CES. — — - cnn om eh noite oe ie a ee ee 16, 269, 466 


C, Intragovernmental transfers (to FOA, including Title II, 
Public Law 480, armed services, sec. 32, drought emergency 








program and other United States agencies) ik a SS a 133, 228, 105 

D. Barter (under CCC Charter Act and Public Law 480) _ - : 68, 663, 383 
Total returns___- ._.. 1, 157, 043, 827 

E. Donations (Title III, Public Law 480, ‘and Public Law 690). 244, 169, 373 
F. Fire, theft, spoilage, etc ye DEAT Det ek 5 aS Dotle 2, 729, 792 
Total value all dispositions - - ~~~ -~---.s+..+.Ls2--- 1, 403, 942, 992 


The CHarrMan. From the sale of the commodities aggregating this 
$1.4 billion, how much actual cash was collected and returned to the 
Treasury? 


STATEMENT OF R. P. BEACH, ASSISTANT DEPUTY ADMINIS- 
TRATOR, OPERATIONS, AND BUDGET OFFICER, COMMODITY 
STABILIZATION SERVICE, UNITED STATES DEPARTMENT OF 
AGRICULTURE 


Mr. Bracu. The figure is shown in the appendix table, Senator 
Ellender. 

The CuarrMan. Will you give it to us? 

Mr. Beacu. $1.157 billion, as shown in that table. 

The CuarrMan. The losses were a little over $200 million? 

Mr. Beacu. The actual losses would not necessarily tie in with that 
figure. This is a cash figure. The sales for returns involved $1.157 
billion. The losses during the period, January 1 through November 
30, would exceed the amount of the difference between the figures that 
I just named to you. 
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The Cuarrman. In making that statement, you take into consid- 
eration other commodities than those included in the $1.4 billion, do 
you not? 

Mr. Beacu. No, sir. The point is this. The figure of $1.1 billion 
represents the estimated sales value of the commodities disposed of 
for dollar return. It does not reflect the dollar return in relation to 
investment value. I can give you a figure indicating the losses 
sustained by the Corporation during the fiscal year to date. 

The CHarrMAN. What I would like to obtain from you is an answer 
to the question: In the sale of these commodities you say their value 
was $1.4 billion. 

Mr. Beacu. That is right. 

The CuarrmMan. How much cash did you actually collect? 

Mr. Breacu. We will have to insert that figure in the record. 

The CHarrMaANn. You do not have it available? 

Mr. Beacu. I do not have it. 

Secretary Benson. We will get it, Mr. Chairman. 

Mr. Beacu. I have a figure for a period different than that eotined 
by this statement if you want it, but I do not have the figure you 
requested. 

The CuHarrmMan. These figures are confusing in that when the 
President made his state of the Union message, he said that Govern- 
ment-held surpluses have been greatly reduced by moving into use 
more than $2.3 billion worth of Government-owned farm commodities. 

That must cover a period greater than the one you were referring 
to in your statement? 

Mr. Bracu. That is correct. The figure of $2.3 billion applies to 
the period January 31, 1953, through approximately November 30, 
1954. 

The Cuarrman. I see. 

Mr. Bracu. The loss during that period, the actual realized loss on 
dispositions, was $716,837 ,000. 

Secretary Benson. That is about 22 months, as I remember, Mr. 
Chairman. 

The CuatrmMan. Now, which of the commodities occasioned the 
greatest loss? 

Mr. Beacu. During that period, the largest loss was on dairy prod- 
ucts, $224,700,000, of which $65 million was on butter, $24 million on 
cheese, and $135 million on dry milk; on wheat, a loss of $147 million; 
corn, $120 million; linseed oil, $45 million; peanuts, $26 million; flax- 
seed, $21 million; the total of those commodities is $584 million. 

The loss on all other commodities was $133 million, making a total 
of $716 million. 

Senator Scnorprpe.. Mr. Chairman, over what period of time? Is 
that in the record? 

Mr. Bracu. The period of time was that beginning January 31, 
1953, and ending November 30, 1954. 

Secretary Benson. 22 months, Senator. 

The CuarrmMan. And now, Mr. Secretary; in the contracts that are 
now in contemplation under Public Law 480, how much has actually 
been delivered? 

douse’ Whe Benson. I do not know that I can give you the exact 

ere have only been two contracts that have been fully om 
Dethia. You understand that. 
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The CHarrmMan. Yes. 

Secretary Benson. We mention here that there are six cargoes of 
wheat being shipped. We do not give the exact quantity, but I 
assume we could get those and insert them. 

The CuarrmMan. Is that under Public Law 480, that is, $700 million? 

Secretary Benson. Yes, under Public Law 480. 

The CHarrmMan. Under what contract are these six cargoes being 
shipped? 

Secretary Benson. That would be under the Yugoslavian program. 

The CHatrMANn. When was that done? 

Secretary Benson. The sales have just been completed by the pri- 
vate trade and the shipping is ahedaial to start immediately. 

The CuarrMan. The reason I asked is that information was given 
us just a few days ago that, although these contracts have been talked 
about, no commodities have as yet been delivered under them. 

Was that statement wrong? 

Secretary Bunson. There is some loading starting this week. 

Mr. Beach? 

Mr. Beacu. Sir, the first purchase authorizations were issued last 
week, and the loading that is now occurring started since the hearing 
that you referred to. 

The CuarrMan. Yes, sir. Just in the last few days, then? 

Mr. Beacu. Yes, sir. 

The Cuarrman. When did you begin shipments? 

Mr. Bracu. Actually this week, sir. 

The CuarrmMan. Under the contract that was entered into with 
Turkey? 

Mr. Beacu. Yugoslavia. 

The CuarrMan. Yes, and under the Turkish agreement, how much 


of that amount will actually be utilized by Turkey for carrying on 
improvements within the country? 

Secretary Benson. Mr. Ioanes, you can answer that? You have 
the breakdown. 

This is Mr. loanes. 


STATEMENT OF RAYMOND A. IOANES, ASSISTANT DIRECTOR, 
FOREIGN TRADE PROGRAMS DIVISION, FOREIGN AGRICULTURAL 
SERVICE, UNITED STATES DEPARTMENT OF AGRICULTURE 


Mr. Ioanzgs. Yes, sir. 

The CuarrMan. Will you give your name in full, sir, for the record? 

Mr. loanes. Yes, sir. Ray loanes, Department of Agriculture. 

In the Turkish agreement, 50 percent of the proceeds would be used 
by the United States to meet its obligations in Turkey. 

The CuarrMan. Such as? 

Mr. Ioanes. Such as military expenses in that country, which we 
estimate this year at $10 million to $12 million; dollar obligations. 

The CuarrMAN. You mean our obligations? 

Mr. Ioanzs. For the Armed Forces. 

The Cuarrman. What will be done with it? 

Mr. Ioanzs. In answer to that part of the question, the payment 
will be deposited in a United States account.iat-Ankara, held by:the 
Treasury for us, and as the Defense Department incurs its need for 
these lira to — in Turkey, they will get the lira from those deposits 
to make purchases, 
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The Caarrman. And is that relegated strictly to military purchases? 

Mr. Ioanes. The basic expense we will meet in Turkey is that 
expense. It could mean any obligation in Turkey, such as United 
States Embassy expense, and in that case also, sir, dollars will be paid 
for the lira. 

The CuarrmMan. Now, the other 50 percent will be loaned to 
Turkey? 

Mr. Ioangs. Yes, sir. 

The CHarrMAN. How much of it will be granted? 

Mr. Ioanzs. None of it. 

The CHarrMAN. None of it. However, under the law, as I under- 
stand it, it is left to the President to change that if he desires? 

Mr. Ioanes. The President could do it, but as a matter of policy 
it has been decided that there will be no grants for economic develop- 
ment. 

Secretary Benson. That is under title I? 

Mr. Ioanzs. Yes, sir. 

The CuatrMan. Now, it has been rumored that the sales of our 
surplus commodities have been hampered by someone in the State 
Department, Mr. Secretary. Do you know anything about that? Is 
there any basis for the rumor? 

Secretary Benson. Mr. Chairman, we have 2 committees set up, 
1 at the White House with Mr. Clarence Francis as chairman, which 
we call more or less a policy committee, on which the Department 
and other departments of Government interested are represented, 
and then we have in Agriculture what we call an operating com- 
mittee, of which Mr. Lodwick, of our staff, is chairman. 

That committee carries on the work, and works up these various 
programs. I think we are getting along very well. I think we have 
a good working relationship, generally speaking, and we are making 
real progress in working under this 480. 

The Cuarrman. Then, did the State Department at any time use 
obstructive methods or measures in order to prevent the sale of any 
of our surplus commodities? 

Secretary Bunson. Of course, it goes without saying that when 
honest men meet together, there are differences at times, but generally 
— we feel good about the progress and the working relationship 
that has been established between the other departments of Govern- 
ment in this field and, of course, you know the President’s intense 
interest in helping to move these surpluses abroad, and I think that 
interest and that spirit have been reflected pretty much in the com- 
mittees. 

Now, we have the men here that serve on those committees each 
week, and I would be glad to have them respond, if there is an 
different feeling. But I think generally speaking we are moving ahead. 

The CuarrMan. Would you say that the feeling now is much better 
than it was at the beginning? That is, you understand each other 
better now? 

Secretary Benson. Yes; I think we understand each other better, 
because we have been meeting for a good many weeks, and we are 
dealing with hard problems, and meetings are sometimes rather 
vigorous, but I think things are working out all right. 

oP iabiaaaaiat Senator Holland, would you have any questions 
me arse 
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Senator HoLtutanp. Mr. Benson, I notice on page 20, lines 5 and 
following, that all the figures with reference to exports under title I 
of Public Law 480 apparently are figures which give export market 
values rather than CCC costs. Is that correct? 

Secretary Benson. Yes, that is my understanding, Senator Holland. 

Senator Hotitanp. Then the fact is that it is impossible to compute 
the loss to the Government, the loss as against the CCC program, 
without knowing the difference between the cost of acquisition to the 
Government and the export price? 

Secretary Benson. Yes. And I think our records would reflect 
that. 

Senator Houuanp. Is it possible for you at this time to advise us, 
in addition to the testimony which you have already given, as to the 
loss occasioned by the point that I have mentioned, that is, that the 
totals of your prospective business under title I of Public Law 480 
reflect export market values, rather than acquisition costs? 

Secretary Benson. Yes. 

Mr. loanes, would you like to comment on that? I am sure that 
our records would reveal that, and we could make the information 
available for the record. 

Mr. Ioanzs. Yes, sir. We could, from the program that has been 
announced, give you an estimate of the difference there, and as we 
go along we could apply corrections. 

Senator HoLuanp. I understand that it is correct accounting for 
you to reflect this trade in the export market value. I do not criticize 
that in the slightest. But I also think that for the information of this 
committee it is completely necessary to have the figure of difference 
between the export market value and the cost of acquisition to CCC. 

Secretary Benson. Yes. I think it is no more than right that that 
should be made a part of the record, and we will see that it is done, if 
it is agreeable, Mr. Chairman. 

The CuatrMAN. Without objection, it w ll be so ordered. 

Secretary Benson. At least on the two. There are only two that 
have been firmed up, you understand. 

Later, as they are firmed up, we could make information available 
on the others also. 

(The information requested is as follows:) 





Analysis of authorized commodity sales title I, Public Law 480 


| 
Estimated | CCC cost | Excess cost 


sales ie 
Country | Commodity | Quantity (ineludin (ineludin over sales 
| PP freight) ocean freight)} value 
Yugddlavia...-.__.] Wheat..___. 425,000 metrie tons (15,600,- | $84,185, 000 | $55,715,000 | $21, 530, 000 
Ss). é 
ety ee abe a 50,000 bales... el 10,000,000 | 10, 000, 000 0 
Turkey... Wheat.____- 70,000 metric tons (2,572,050 5,950,000 | 9, 731, 000 3, 781, 000 
iS). 
OS. ie | Barley... 75,000 metric tons (3,444,720! 5,790,000} 7,814, 000 2, 024, 000 
| UL: " 
A cates , Ont g. 50,000 metric tons (3,445,000 4, 233; 000 4, 743,000 510, 000 
bushels). 
| ie &: Mone 60, 158,000 | 88,003,000 27, 845, 000 


Norg.—Ocean freight is ineluded in the above calculations only where financed by CCC. The amount 
of foreign currency received will to the sales value after deduction. of exeess ocean-freight 
resulting from required use of United States vessels. Except to the extent that reimbursement is ved 
through sale of such currency for dollars, the total CCC eost (including financing costs and ocean freight) 
will be a charge against the $700 million authorized under title I. 
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Senator HoLtLanp. One more question about that program. 

I notice no reference to the Pakistan contract in the ones that you 
referred to here. Has something happened to that contract, which 
was supposed in December to be about ready to be completed? 

Secretary Benson. We anticipated it would be ready. It is not 
quite firmed up. 

Why don’t you give us the latest words on that, Mr. Ioanes? 

Mr. Ioanes. Sir, your answer is correct. It is just about ready. 
We are just waiting for it to be firmed up. 

Secretary Benson. It is one of those, Senator Holland, that we 
hope will be ready by the end of the month—and about 2 or 3 others. 
Pakistan is one of those. 

Senator HoLttanp. You had not mentioned that and I wanted 
that to be in this testimony. 

Secretary Benson. Yes. 

Senator HoLitanp. The next question that I would like to ask you 
is, What is it that has held up the inclusion of any fruit products in 
cans, concentrates, dried or the like, in the surplus-disposal program 
under title I of Public Law 480? 

Secretary Benson. I am going to ask Dr. Butz to comment on 
that, if you do not mind. 


STATEMENT OF HON. EARL L. BUTZ, ASSISTANT SECRETARY OF 
AGRICULTURE 


Mr. Butz. Senator, we have had a good deal of discussion over 
what to put under title I of 480. We are trying to concentrate on 
the products CCC has in stock, thinking that that was primarily the 
intent of Congress at the time it passed the act. 

I think it is only fair to point out, though, that in many of the 
country’s programs we have package programs that are being devel- 
oped for a particular country involving more than funds under title I, 
Public Law 480. Those package programs frequently include funds 
from section 402 of the Mutual Security Act. And on some of those 
programs we are including it in under other funds. 

At the present time there are negotiations under way that involve 
a substantial amount of programs for the purchase of fruits in this 
country. 

Secretary Benson. I understand the figure is about $25 million; is 
that not it? 

Mr. Burz. Roughly that. 

Senator HoLitanp. Do I understand that the only way that you are 
bringing fruit products or fruits into the whole program at this time 
is by combining the effort under Public Law 480 with the Stassen 
organization effort under section 402 of the Mutual Security Act of 
er, which I believe was the successor of section 550 in the earlier 
act! 

Mr. Burz. Yes. 

. Senator Hotutanp. Why is it that you do not have any direct allo- 
cation of trading under your title I to the fruit industries? 

Mr. Butz. We have no specific prohibition against it. I think it 
was a program that came along where it appeared advisable to do so, 
and if a specific country desired it, we might do so. 
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Senator HoLtLtanp. You have not ruled, in other words, that fruits 
and fruit products are not covered by title I of Public Law 480? 

Mr. Burz. It is my understanding that there has been no affirmative 
ruling on that. It is just a policy, an operative policy at the moment, 
but we are including fruits under this other thing, and subsidizing 
fruits in export substantially under section 32 funds. So I think when 
you look at the total package program, fruits certainly have not been 
excluded from our efforts to assist the export of commodities. 

Senator Ho.Luanp. I had in my office last week a committee from 
the Northwest, from California and Arizona and Texas and Florida, 
and the best I could determine from them was that you have had only 
two items of fruit or fruit products included. If I am wrong, I want 
the record to correct me. 

One was a rather substantial purchase of dried fruits in connection 
with the FOA program, and the other is a smaller purchase of apples. 

Is there anything else which has been purchased? 

Mr. Butz. Yes. That same group met with us and we explored 
the situation rather thoroughly with them. There havé been other 
things included under export subsidy programs of one kind or another 
in the Department. But fruit, like other commodities, is still in the 
process of consideration. As we just said, we are loading the first 
six cargoes of surplus wheat under title I authorizations, you see. 

We have other package programs, and presently we hope to work 
fruit into them. 

Senator HoLLtanp. One thing I want the record to show clearly is 
this: Is it the ruling of the Department that fruits are excluded 
from trading under title I of Public Law 480, or included? ' 

Mr. Burz. It is not a ruling, sir. It is simply an operating policy. 


Senator Hottanp. Under that operating peo what fate 


have you alloted to fruits, under title I of Public Law 480? 

Mr. Butz. As I say, Senator, we are putting them in the package 
programs and we are trying to work up programs that will involve 
about $25 million in purchase authorizations for fruit. 

Senator HoLuanp. Please state, if you will, specifically whether 
you have included fruits as one of the agricultural commodities that 
is covered by title I of Public Law 480, or excluded fruits? 

Mr. Burz. It is my understanding that to date we have not included 
fruits specifically in title I. 

Senator HoLtanp. Have you excluded fruits? 

Mr. Butz. Mr. Morse will answer that. 

Mr. Morse (Under Secretary of Agriculture). Senator, I think 
that the answer 

Senator Hottanp. This is a matter of very great concern. _ You 
understand that the fruit producers do not have and are not asking 
for any direct supports. They have felt that they have a very great 
stake in this title I of Public Law 480, and they have felt that there 
has been an evasive unwillingness of those who handle the program 
to come to issue with the question as to whether or not fruits are 
included or excluded and whether fruits may look to being included 
within the direct operations under Public Law 480. 

It is my strong feeling that fruits are not only included by law, 
but should be included by policy, and I hope that the Department 
will state in the record that that is its understanding and its intention. 
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Secretary Benson. It is my understanding, Senator, that this 
list that we are working from now is not necessarily a final list, that 
the thing is flexible, and that we are authorized under the law to 
include these other items. 

Senator Hottanp. There is no ruling, in other words, and no 
feeling in your mind that fruits are excluded either by law or by 
policy from being affected directly by the operations under title I of 
Public Law 480? 

Secretary Benson. Personally, I think the law is broad enough to 
cover almost any item, but we have felt that the spirit of the law 
suggests that the major items should be those now in Government 
storage and Government holdings. 

Senator-HoLitanp. Well now, Mr. Secretary, one more thing on that 
point 

Secretary Benson. In other words, the commodities we own. 

Senator HoLLanp. Is it not true that the law—the wording of thé 
law and the spirit of the law—applies to all agricultural crops in 
which there is a surplus? 

Secretary Benson. Yes, I think that is generally true. 

Senator HoLttanp. Would you state, please, for the record, just 
how it is to be established that a surplus exists in any particular fruit? 

Secretary Benson. I presume that as we move ahead in the program 
our policy will be flexible enough to include any items which are carried 
as surplus, a serious surplus, and therefore it would not exclude fruits 
or any other item. 

Senator Hottanp. We have run into the suggestion from the ad- 
ministrators in your Department that since the fruits are not acquired 
and are not in surplus in the Commodity Credit Corporation stocks 
that it requires a special order by you that a certain fruit is in surplus 
before they can operate under title I of Public Law 480. 

Last year a good many million boxes of grapefruit went back to the 
soil. They were just allowed to fall and go back. 

Does that fact establish a surplus? 

Secretary Benson. It should, Senator. 

Senator Hottanp. Would there be any unwillingness on your part 
to so declare it if that situation should again appear imminent? 

Secretary Benson. I think there is no ruling as far as the Secretary 
is concerned that would preclude the inclusion of any agricultural 
commodity that is in surplus under 480. 

Senator Hottanp. Have you prescribed any method by which 
speedy rulings can be made? You see, we are talking about perishable 
crops 

Secretary Benson. Yes, that is right. 

Senator HoLLanp (continuing). Concerning which an order declar- 
ing a surplus should be made quickly so that this class of products 
can receive some of the benefits of title | of Public Law 480. 

Secretary Benson. I think there is ample provision. The law is 
broad, and our committees meet. almost daily during much of the year, 
and certainly if there was an emergency situation that arose, I would 
think that that list could be adjusted to include any item that was in 
surplus. 

Senator Hontanp. Mr. Secretary, may I ask you for the record, 
please, to describe any method that has been laid down by your Depart- 
ment as to how quick consideration and a speedy declaration of sur- 
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plus can be made in these nonsupported items, which, of course, are 
not held in the stocks of the Commodity Credit Corporation, but 
which we think are even more entitled to attention under such surplus 
disposal laws as the one we are talking about, because they do not: ask 


any largesse from the Government in general, but do want help only 
when there is a surplus. 


Will you place in the record the determinations of your Department: 
as to how machinery may function, what kind of machinery is set up 
to function so that speedy declarations of surplus can be made at the 
time to help these perishable products? 


Secretary Benson. Yes. I am sure we can put an item in the 
record to that effect. 

Senator Houuanp. I would appreciate that very much. 

Secretary Benson. We will do that, Senator. 

(The information requested is as follows:) 


MECHANISM FOR DETERMINING SuRPLUS AGRICULTURAL COMMODITIES TO BE 
INcLUDED UNpbER Tirie I, Pustic Law 480 


Following the enactment of Public Law 480, the commodity divisions of the 
Department’s agencies directly concerned began analyses of the statistical and 
economic information available on the current and prospective situation and 
outlook for purposes of being prepared to make such recommendations as might 
be required of them for operations under the act. Many representatives of 
producer and trade groups kept in close touch with the Commodity Divisions on 
this work and supplied a considerable amount of information and made many 
recommendations with respect to operations under the act. The Commodity 
Divisions were requested to make specific analyses and estimates of supplies, 
stocks, domestic disappearance, international trade, and related information 
taking into account the market situation and program operations of all types in 
the United States and in other countries. 

When this work was completed, the information was submitted to the working 
committee established in the Department of Agriculture on August 2, 1954, for 
the purpose of carrying out responsibilities within the Department under Public 
Law 480. The committee consists of the Administrators of the Foreign Agri- 
cultural Service, Commodity Stabilization Service, and Agricultural Marketing 
Service, the Executive Assistant to the Secretary, and Assistant Secretary Earl 
L. Butz as an ex officio member, through whom the committee reports to the 
Secretary. Mr. William G. Lodwick, Administrator of the Foreign Agricultural 
Service, serves as chairman. 

After consideration by the working committee in the Department of Agriculture, 
the information was discussed with the interagency committee established to 
work on agricultural surplus disposal. These are the Interagency Staff Committee 
and the Interagency Committee on Agricultural Surplus Disposal established in 
connection with the issuance of Executive Order No. 10560, September 9,.1954, 
on the operation of Public Law 480. The membership of these Committees 
ineludes representatives of the heads of the Departments of Agriculture, State, 
Treasury, and Commerce, the Foreign Operations Administration, and the 
Bureau of the Budget. 

After consultation with these committees and also with officials of other depart- 
ments and agencies directly, it was decided to proceed with the development of 
program proposals for negotiation with eae governments in the beginning 
primarily on the basis of commodities owned by the CCC or under CCC price- 
support programs. This decision was made on the grounds that these commodities 
were in the most critical surplus position, and that since the Government already 
had funds invested in them, their use in this program would require much less 
new expenditures than commodities not held by the Government. 

The kinds of surplus commodities which can be sold under the program are 
governed by a number of factors, including the desires of the importing countries, 
their ability to import quantities in excess of their usual imports from the United 
States, and the willingness of foreign governments to undertake necessary financial, 
procedural, and other commitments required under the program. Commodities 
can be included in the program only after an agreement has been negotiated on’ 
these factors between the United States Government and the government of the 
importing country. 
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The Commodity Divisions in the Department agencies are keeping continuously 
informed of the details of current domestic and foreign conditions and future 
prospects for each group of commodities and are in frequent communication 
with representatives of producer and trade groups. At any time that the inclusion 
of an additional commodity in a particular country program appears appropriate 
it can be considered without delay in the Department’s working committee and 
the Interagency Staff Committee. Favorable consideration does not, of course, 
mean that inclusion of the commodity can be successfully negotiated with the 
foreign government concerned. 

We believe that the mechanism outlined herein is sufficient to keep us abreast 
of the current and prospective situation with respect to any group of commodities 
and with any basis for including them in this program. However, if representa- 
tives of any producer or trade group has any information they would like to 
have considered, such information should be sent to the Administrator of the 
Foreign Agricultural Service, United States Department of Agriculture. 

Senator Hottanp. Thank you, Mr. Chairman. 

Thank you, Mr. Secretary. ! 

The Cuarrman. Senator Aiken, have you any questions? 

Senator Arxen. Apparently, the questions that have been asked so 
far reflect a great interest in the possibilities for American agriculture 
of expanding foreign trade in American agricultural commodities, par- 
ticularly those which we do or can produce in surplus. oe 

It is also apparent that Congress underestimated the possibilities 
when we enacted the ae Trade Act last summer. 

Can you tell us when Public Law 480 was signed into law? 

Secretary Benson. I think it was in July, the 10th of July of last 
year. ~ aiid 

Senator Arken. When was the going organization finally set up, 
ready to do business? 

Secretary Benson. September 9, I think the President signed the 
Executive order placing the responsibility for the administration of 
the program. 

Senator Arken. That was roughly 4 months ago? 

Secretary Benson. Yes. 

_ Senator Arken. And since that time do we understand that negotia- 
tions have virtually been completed for the exporting of about $450 
million worth of surplus commodities under title 1? 

Secretary Benson. Either completed or under negotiation, 450 out 
of the 700. , 

Senator A1ken. Or completed? 

Secretary Benson. Yes. 

Senator Arxen. But the details have not all been completed? 

Secretary Benson. 450 out of the 700 provided in title 1. You 
understand, title 1 responsibility ree in culture. 

Senator Aiken. That is true. is amount has been applied only 
to those commodities which the Government itself holds in surplus? 

Secretary Benson. Generally speaking, that is true. _ 

Senator Arxen. You have no doubt as to the eligibility of other 
commodities which we do or could grow or produce in surplus, such 
as soybeans or oranges or apples and other commodities that come 
under this law? . 

_ Secretary Benson. Yes, sir. My interpretation of the law is that 
it is broad enough to include any item that may be in surplus. 

Senator Arken. When do you sup this $700 million, which was 
authorized for the 3-year period, would be used up if you did the maxi- 
mum amount of business which you could do under that authoriza- 
tion? ' 
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Secretary Benson. That is very difficult to say, but certainly, it 
would not take 3 years. We have about two-thirds of it committed 
now. 

Senator A1kEN. You would probably use it up in 1 year? 

Secretary Benson. Possibly we would. 

Senator Aiken. If you undertook to promote the export of soybeans 
and other commodities which we have, you would use it up even faster 
than that? 

Secretary Benson. I think that is right. 

Senator Arken. What amount do you think ought to be authorized 
for a 3-year period? 

Secretary Brunson. I thought that we ought to move carefully on 
it, of course, and be sure of our ground. I do not necessarily feel that 
we ought to take 3 years to dispose of it. If you have the surpluses 
on hand, and the storage bill is accumulating, and we have good out- 
lets for it, I see no reason why we should not move ahead at least to 
the amount that has been committed for this first year. 

Senator A1rkeNn. Is much interest shown on the part of other coun- 
tries, other than those which you have indicated that you are negotiat- 
ing with? 

Secretary Benson. I think there has been a very broad and general 
interest on the part of many countries, in addition to those that we 
have actually carried on negotiations with. 

Senator Arken. Do you think you would sustain undue loss if you 
moved the surpluses into foreign trade at a more rapid rate, taking 
into consideration the losses you are bound to have, anyway, because 
of the costs of storing and handling and transfer, and so forth? 

Secretary Brunson. First of all, we try to get a commitment from 
the countries concerned that they will take for dollars the amount of 
imports they normally take from this country, and that that which we 
sell, which we exchange for their own currencies, that it be in addition 
to the normal imports from this country. 

Senator Arxen. Do the losses for last year which have been indi- 
cated here as some six or seven hundred million dollars include section 
32 purchases? 

Seeretary Benson. No, sir. 

Senator Arxen. They are not counted as losses? 

Secretary Benson. They are not included in the figure we gave. 

Senator Arxen. I did not think they were. I wanted to be sure. 

Did the State Department approve your offer of 10 million pounds 
of butter on the open market? 

Secretary Benson. I understand that was cleared by the committee 
in which the various departments were represented, 

Senator Arxen. Am I correct? 

Secretary Benson. Yes; that is correct. 

Senator Arken. You have been offering butter for approximately 
41 cents a pound? 

Secretary Benson. Yes. 

Senator Arken, And have only been able to dispose of about 1.5 
million pounds at that rate? 

Secretary Benson. We have been offering butier at world prices. 
That is about 41 cents. 

Senator Arken. Is the world market price 41 cents today? If it 
is, why do they not buy more of our butter? 
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STATEMENT OF PRESTON RICHARDS, DEPUTY ADMINISTRATOR 
FOR PRICE SUPPORT, COMMODITY STABILIZATION SERVICE, 
UNITED STATES DEPARTMENT OF AGRICULTURE 


Mr. Ricwarps. It is very hard to tell what the world market price 
is. It is very difficult to determine. When that offer was made, 
we thought 41 cents was about it. 

Senator ArkeN. What effect do our large holdings of dairy products 
and other commodities have on the world market? Do they tend to 
hold it up or to depress it? 

Mr. Ricnarps. It is very difficult to measure, of course. I presume 
the overall effect would be some tendency to depress it. On the other 
hand, the fact that we are holding the commodities means that we 
tend to hold an umbrella over some other countries, so long as we do 
not dispose of it. Although there is always the threat that we may 
dispose of it, we have tried our best in the disposal of these items to 
feed them in at a rate that would not unduly depress world markets. 
We do not want to break world markets. We do not want to dump, 
because most of our exports are handled by the trade and we would 
be hurting our own people, our own trade, if we dumped Government- 
held stocks on markets in great quantities that would depress world 
prices. 

Senator Arken. Would the fact that we have large stocks on hand 
which we might sell on the world market, have any tendency to 
depress the world market price? 

Mr. Ricwarps. I think it would have some tendency to do that. 

Senator Arken. If we disposed of it and brought our holdings down 
to a reasonable and adequate level, would that have a tendency to 
strengthen the world market price? 

Mr. Ricuarps. Yes; I think it would. 

Senator ArkEN. I would think so. One other question, and that is 
all I have at this time. 

We have had many complaints, and it has been brought out in 
hearings before a subcommittee of this committee that some of our 
exporters—I will not say many—but some of our exporters have a 
tendency to put over all they can on foreign purchasers, particularly 
in the export of grains. The Food and Drug Administration has 
testified that they do not bother to inspect the grain that goes into 
export. Anything goes which is unsalable in this country. 

Is the Department of Agriculture taking any steps which would 
provide better inspection of grains destined for overseas shipment? 

Secretary Benson. I would like Mr. Butz to comment on that. 
I think we are. Did you get the question? 

Mr. Wells will answer it instead. 


STATEMENT OF ORIS V. WELLS, ADMINISTRATOR, AGRICULTURAL 
MARKETING SERVICE, UNITED STATES DEPARTMENT OF 
AGRICULTURE 


Mr. Wetis. We have some additional funds provided last year 
— more in prospect for this year, strengthening our grain inspection 
staff. 

_We find the consular service has arranged for some studies as to the 
kind of quality of grains actually being received iti foreign countries. 
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30 GENERAL FARM SITUATION 


We have under consideration various studies that look for a review 
of our grain standards, tests which the trade would be willing to 
accept. 

A grade-making procedure is a public hearing procedure where the 
trade is in attendance. We are moving in that field. 

Senator Aiken. Then you feel, Mr. Secretary, that we can very 
materially increase foreign trade in United States agricultural 
commodities? 

Secretary Benson. I do. I think it is one field that we need to 
push to the limit, the expansion of our market outlets. 

Senator Arken. If you couple that with the rapidly increasing 
population of the United States, does that not hold the promise of 
bringing our production and requirements into balance? 

Secretary Benson. Yes. 

Senator Aiken. At a reasonably early date? 

Secretary Benson. I think it holds real promise. And then the 
fact, too, that our diets are improving constantly will help. We are 
eating more of high protein foods which means a greater use of feed 
grains, et cetera—more animal products in our diet, which requires 
more acres to give the same quantity of nutrients. 

The CuatrMan. Senator Eastland. 

Senator EastLanp. Senator Johnston is here. 

Senator JounsTon. You may proceed. 

Senator EastLtanp. Mr. Secretary, the State Department has a 
policy. Let us say, for instance, on wheat. If you were to make a 
sale, say, to Brazil for 100,000 tons of wheat, it is their policy that they 
take it up with all other wheat-exporting nations to see if those nations 
object, is that correct? 


Secretary Benson. I could not answer that categorically. Maybe a 
representative of the State ree ee here could answer it. 


Senator Eastianp. I think, Mr. Secretary, that is the policy. 

Secretary Benson. I understand that Mr. Waugh is here from the 
State Department. 

The CuatrMan. What is the question? 

Senator Easttanp. The question was this, when we get inquiries 
from foreign countries who desire to purchase agricultural commodities 
here, is it the policy of the State Department that they take it up with 
other countries who also export that commodity to see if they have 
objections to this country making the sale? 

Mr. Waucu. You ask specifically, I think, before I came in with 
reference to the Brazil case? 

Senator East.anp. I was using that as an illustration. 


STATEMENT OF HON. SAMUEL C,. WAUGH, ASSISTANT SECRETARY 
OF STATE 


Mr. Wauau. Yes, sir; we consult with other countries, but not to 
~ extent that some people feel that we do, that it interferes with our 
sales, 

Senator Eastianp. In other words, you consult with them, and if 
they object, then you hold the sale up in an attempt to work it out; 
do you not? 

Mr. Wavueun. We do not hold up the sale. We consult with them 
and discuss the potential sale and the basis on which it is made only 
with friendly countries, yes. 
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Senator Eastuanp. With friendly countries? 

Mr. Waveu. Yes, sir. 

Senator EasTianp. Is it correct. that our Ambassador in Brazil was 
negotiating with the Brazilians to purchase 100,000 tons of wheat 
from the United States and the State Department tipped off—took 
the matter up with Canada to see if Canada had any objection and 
the Canadians told the Brazilians that they would make them a 
better deal than we would and sold Brazil that 100,000 tons of wheat; 
is that correct? 

Mr. Waveau. No, sir; that is not correct. 

Senator Eastuanp. What are the facts about it? 

Mr. Waveu. I have a written statement on it. It just so happens 
that it was not prepared for this meeting, sir. It was prepared for a 
meeting that we had earlier this week with the American Farm 
Federation that I would like to be able to read right into the record 
which gives every step that was taken in this Brazilian transaction. 

Senator EastLanp. I am going to ask for it a little later. I think 
that we are going to have some testimony on the other side of that. 

Mr. Waveu. All right. 

Senator EastTLanp. “That i is, by Government officials. I think that 
your statement ought to go in—I think it ought to go in where there 
is testimony to show the other side of it. 

Mr. Waven. I will be very happy to put it in any time that you 
would like to have us do so. 

Senator Eastuanp. I want to ask this question: The State Depart- 
ment vetoed the sale to a country of butter because of objections filed 
by Denmark; is that correct? 

Mr. Waveu. What we did on this situation was to try to comply 
with the President’s order that we would not sell butter to interfere 
with the markets of friendly countries and disturb established markets. 

Senator Easrnanp. What is an established market? 

Mr. Waveu. Well, it is usually the market that is done on prec- 
edent—on a pattern over a period of years 

Senator Eastuanp. What period of years do you use? 

Mr. Waveu. You usually use the last few years. 

Senator Eastianp. The last few years? 

Mr. Wavuau. Yes. 

Senator Eastianp. That is right. You take a country’s normal 
markets—you take the period since World War II; is that correct? 

Mr. Wavueu. Yes, | would:say it probably has been that period. 

Senator Eastuanp. Of course, that has held down the exports of a 
great many agricultural commodities from this country? 

Mr. Waveu. Well, you are speaking specifically on butter, or on 
the whole overall picture? 

Senator Eastianp. That is your policy on all farm commodities, is 
it not, the period since World War II is the base period on which you 
measure our normal share of business? 

Mr. Wave. Oh, no, sir. There are many instances in many mar- 
kets where consumption can be increased where the pattern has noth- 
ing to do with it, so far as that is concerned. The countries which 
you are discussing now, in those countries. the previous markets are 
not a factor at all, to that extent. 

Senator EasTuAND. Sup : that Italy wanted to buy 100,000 bees 
of American cotton, would you take that up with akistan, . with 
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Mexico, with Brazil, with Egypt, and discuss it with them to see if 
they had any objections to this country doing that? 

Mr. Wavau.. What is usually done on this historically, so far as the 
State Department is concerned—and I think Secretary Benson brought 
it out very carefully, is that this is worked through a joint committee, 
a committee that is under the jurisdiction of Mr. Francis, representing 
the President. 

Senator Easrianp. I know. I am asking you what the State 
Department’s policy is now—it is not a committee that other people 
are on—what is your policy—do you take that question up with 
countries that are competitors of the American farmer? 

Mr. Wavean. May I just give you the method in which they usually 
operate a transaction of this kind to illustrate it that way? 

Senator EAsTLaNnp. Yes, sir. 

Mr. Wavau. You can take any one of the countries with which the 
programs have been going, or are being negotiated. Those are 
formulated within this committee. 

Then we go to the countries affected and tell them what has been 
agreed upon in order that they can make their own adjustments. 
There is no thought of telling them with reference to the fact that we 
are going to take their market away from them, sir; or that we are 
giving them an opportunity to bid on it. It is more or less a relation- 
ship with friendly countries as to negotiations we have under this law 
with which they are familiar. 

Their representatives meet each week in the Department of Agri- 
culture. 

All of the agricultural attaches from every country meet with the 
Department of Agriculture every 2 weeks. There are two different 
meetings, if I remember correctly. And then they discuss with them 
the broad program in order to keep the friendly countries still friendly, 
but not with the thought of letting them countermand our orders, sir. 

Senator EastLanp. When the British intend to make a sale, when 
the Japanese intend to make a sale, or when the French intend to make 
a sale, do they take it up with-us to see if we have any objection to 
that sale? 

Mr. Wavuau. Well, I think that you have to go back, No, sir; to 
answer your question, they do not do so, sir. 

Senator Easrianp. No, sir. 

Mr. Wavau. They have to go back, first, and go into the fact that 
these surpluses which we have, someplace between six and eight billion 
dollars overhanging the world markets, represent the most disturbing 
single factor in the trade of the free world with friendly countries, 
because in our own export business we have about 4 percent of our 
gross national product that is represented in overall exports, whereas 
in countries such as New Zealand it is 26 percent, and it is all in dairy 
products and wool. 

Naturally, when we advertise the sale of 10 million pounds of 
butter it affects the New Zealand market immediately. They will 
come in and ask us for our consideration that it be shipped into mar- 
kets that will not disturb their markets and ruin the economy of 
their country. 

That is the method in which it usually operates. It is not a 
countermanding, sir. We give no one the authority to countermand 
our orders. 
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Senator EastLanp. Of course, they do not countermand our orders, 
but they take that information and get the business, do they not? 

Mr. Wavau. No, sir. 

Senator EastLtanp. Why do we owe it to a country to disctss 
with them whether we should make a sale of surplus agricultural 
commodities—what is the purpose in it? They do not request us 
as to when they want to make a sale, whether they should make it 
or not. 

Mr. Wavenu. It is to maintain a friendly relationship to the coun- 
tries we are depending on in the free world. That would be the 
only explanation we have. 

Senator EastLanp. That ought to be a 2-way street, ought it not? 

They ought to give us the same information, if we are to give it. 

Mr. Wavau. Their shipments compared to ours, comparatively 
speaking, are insignificant. 

(Supplementary statement filed by Hon. Samuel C. Waugh, Assist- 
ant Secretary of State :) 





DEPARTMENT OF STATE, 
Washington, January 26, 1955. 
Hon. ALLEN J. ELLENDER, Sr., 
Chairman, Committee on Agriculture and Forestry, 
United States Senate. 


Dear SENATOR ELLENDER: I am taking this opportunity to write you, for the 
record, regarding the position of the Department of State with respect to certain 
aspects of the disposal of agricultural surpluses, and especially to correct certain 
misapprehensions which appear to have developed. I shall dwell particularly 
on consultation and on a charge to the effect that a Canadian sale of wheat to 
Brazil was a result of United States consultation with Canada. 

The consultation procedure which has been agreed to by the United States 
Government does not involve prior clearance by other exporting nations. More- 
over, consultation on specific transactions under this procedure has been con- 
fined to the special concessional sales under Public Law 480, and to similar sales 
under section 550 of the Mutual Security Act of 1953. Generally such consulta- 
tion takes place only after understandings have been reached with the importing 
country and shortly before the formal agreement is concluded. Exporting coun- 
tries which are consulted have been given to understand that it is very unlikely 
to expect an alteration in the proposed transaction as a result of the consulta- 
tion. In fact, there have been no instances of a modification in a transaction or 
a failure of the transaction to go forward as a result of such consultation. There 
is attached a full formal statement of policy and procedure on consultation, 
made by the United States representative in the Consultative Subcommittee of 
the Food and Agriculture Organization of the United Nations, after full agree- 
ment among the appropriate United States Government agencies. 

On a number of occasions questions have been raised concerning the willingness 
of other exporting countries to consult with us with respect to deals which they 
propose to make with importing countries. The procedures under which this 
Government is operating do not provide for consultation concerning individual 
transactions contemplated by the United States which are comparable to the 
customary transactions of other countries. Other exporting countries rarely make 
concessional arrangements comparable to those under title I of Public Law 480, and 
we have no reason to expect consultation concerning normal commercial trans- 
actions. In some instances, however, other friendly exporting countries have 
adopted comparable disposal programs and have offered an opportunity for us 
and other exporting countries to consult with them. 

We believe that the advantages of the consultation procedure which has been 
adopted greatly outweigh the disadvantages if, in fact, there are any real dis- 
advantages. it serves a useful purpose in allaying fears of other exporting coun- 
tries and in assisting governments with adequate information to provide assur- 
ances to their own private traders and producers who are very deeply concerned 
about the large United States surplus stocks overhanging the markets. Trade 
wars and other precipitate action are much less likely to develop from knowledge 
than from ignorance. Such trade wars as might develop in the absence_of -con- 
sultation would be harmful to the agricultural interests of the United States. 
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It has been alleged (as an illustration of the disadvantage of consultation) that 
as a result of consultation Canada was able to make a sale of wheat to Brazil which 
would otherwise have been made by the United States. This allegation is false, 
as the facts clearly demonstrate. On April 30, 1954, the Department of State 
advised representatives of the Canadian Government that we expect to conclude a 
barter arrangement with Brazil involving the sale of 100,000 tons of wheat. The 
sale was consummated and the wheat has been delivered. Moreover, subsequently 
the United States sold an additional 200,000 tons of wheat to Brazil on a credit 
basis. Canada, it is true, had previously sold 100,000 tons of wheat to Brazil on a 
credit basis. However, the Canadian sale was concluded on February 13, 1954. 
Inasmuch as the consultation took place at least 10 weeks after the Canadian sale 
had been completed and the United States did complete both the barter sale and 
the credit sale subsequently in the full amounts contemplated by the United States, 
the consultation with the Canadians could not conceivably have prevented the 
sales by the United States. There is attached a more complete record of the 
Brazilian sales. 

I trust that this statement of the facts with respect to the consultation procedure 
and the specific instance in the Brazilian transaction will serve to set the record 
straight and will clarify any misconceptions concerning consultation which may 
have developed. 

Because of the great interest which the Committee on Agriculture has indicated 
in this matter, I am sending copies of this communication to the members. 

Sincerely yours, 
Samugt C. Wavau, Assistant Secretary. 

Enclosures: 

Statement by delegate of the United States. 
Rumor concerning loss of Brazilian wheat sale to Canada. 


Foop AND AGRICULTURE ORGANIZATION OF THE UNITED NATIONS, 
CoMMITTEE ON ComMopITY PROBLEMS, 
CoNSULTATIVE SUBCOMMITTEE ON SuRPLUS DISPOSAL, 
December 16, 1954. 


UNITED STATES POLICY FOR CONSULTATION ON DISPOSAL OF 
SURPLUSES UNDER TITLE I, PUBLIC LAW 480 


STATEMENT BY DELEGATE OF THE UNITED STATES 


Mr. Chairman, the aspect of our disposal policy which appears to interest other 
countries the most is the way in which we intend to safeguard the interests of 
other exporting countries. I am glad to be able to give the Consultative Sub- 
committee some information on this important subject today. Little could be 
said before because the subject was so important that it was receiving the attention 
of individuals in the highest levels of the United States Government. 

As you know, title I of Public Law 480, the Agricultural Trade Development 
and Assistance Act of 1954, requires the President to ‘“‘take reasonable precautions 
to safeguard usual marketings of the United States and to assure that sales 
under this act will not unduly disrupt world prices of agricultural commodities.” 
We expect to carry out scrupulously both the letter and the spirit of this provision. 

On September 9, President Eisenhower announced the formation of the Inter- 
agency Committee on Agricultural Surplus Disposal, chaired by a representative 
of the White House Office, Mr. Clarence Francis. Reporting to the Interagency 
Committee is a staff committee headed by Mr. William Lodwick of the Depart- 
ment of Agriculture. The latter committee considers carefully what country 
programs might be undertaken to carry out the purposes of the law. These 
ered are developed in the light of general policy guidance received from the 

resident and the Francis Committee. All aspects of these programs received the 
most careful consideration. 

We are aware that the large stake which your governments have in agricultural 
trade results in their wishing to keep abreast of our disposal activities. I wish 
to outline the procedure by which hereafter we shall endeavor to keep you informed 
and to learn your views regarding programs under title I of Public Law 480: 

1, We should be glad to receive any comments which you may wish to make 
regarding special trade interests of your countries which you feel may be endan- 
gered by our surplus dis 1. programs. Your comments may be submitted 
orally or in writing to the Department of State. Meetings with interested officials 
of the Departments of State and Agriculture may be arranged upon request. 
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It is impossible for me to give you a definitive list of commodities which may 
be included in our title I, 480 programs since no such list has been determined. 
It is clear, however, that the commodities likely to bulk largest in the program are 
wheat, cotton, tobacco, and cottonseed oil. 

It is also impossible for me to give you alist of countries with which we shall 
conclude sales under Public Law 480. We do not know ourselves with just what 
countries transactions will be concluded. We have developed a number of tenta- 
tive programs but because of their tentative nature we have not yet even informed 
all of the countries to which these programs relate. Moreover, to give advance 
information regarding countries with which we expect to conclude transactions 
might endanger these transactions. Trade is after all a competitive business. 
We do not believe, however, that lack of a definite list of countries should prevent 
you from presenting in an effective way your interest concerning major markets 
for principal commodities. 

2. Shortly before a specific agreement is concluded under Public Law 480, the 
United States through the Department of State will provide an opportunity to 
discuss the commodity composition of that agreement with representatives of 
other countries exporting these commodities. I would be less than honest if I 
failed to point out that such discussions are unlikely in most cases to result in 
changes in the program under discussion. On the other hand, if we have done 
our work well and if the proposed transaction is properly understood, there should 
be nothing in it to alarm third countries. Furthermore, during the discussion 
we may receive suggestions which will be helpful in any future negotiations with 
the same importing country. We hope that as a result of our discussions repre- 
sentatives of other exporting countries will be able to alert their governments 
as to the imminence of an agreement before it is announced to the public. 

3. In addition to discussing with other exporters their general trade interests 
in major commodities and in addition to giving them advance information con- 
cerning specific transactions pending under Public Law 480, the United State 
expects from time to time to invite representatives of exporting countries to 
discuss with it general policies governing operations under Public Law 480. It 
is planned to hold these discussions at the Department of Agriculture. 

4. The United States also will be willing at all times at the request of another 
exporter to participate in post-audit discussions of specific disposal transactions. 
These discussions may occur wherever you like. 

In expressing its willingness to consult with other countries along these lines 
the United States is going far beyond any legal requirements. In so doing it 
wishes to stress that consultation is a two-way street. We expect other nations 
to consult us on particular transactions which because of their character or size 
are likely to disrupt our markets. 

We believe that our surplus disposal record to date is a good one. We hope 
to keep it that way. Exporting countries have told us that consultations under 
last year’s section 550 were helpful. We hope that future consultations under 
the procedure I have just outlined will be equally so. 





STATEMENT SUBMITTED TO SENATOR EASTLAND 
RUMOR CONCERNING LOSS OF BRAZILIAN WHEAT SALE TO CANADA 


The Department has heard from several sources rumors about a wheat deal 
with Brazil which the Canadians captured from us because the Department con- 
sulted Canada before the deal was closed. The rumor further suggests that we 
later lent Bra il money to pay for the Canadian wheat. 

The story is untrue. United States did not lose the deal with Brazil. In fact, 
we sold the Brazilians the 300,000 tons of wheat they told Ambassador Kemper 
they needed. The Department was actively instrumental in pressing to a satis- 
factory conclusion the complicated details of the transaction, which involved a 
barter arrangement for 100,000 tons and an Export-Import Bank loan for 200,000 
tons. On April 30, we told the Canadian Government that we were considering 
the barter of United States wheat for Brazilian strategic materials. This was in 
line with the United States Government policy of consulting with exporting 
nations prior to concluding surplus disposal agreements in which they have a 
substantial interest. 

However, this consultation did not delay or change the deal in any manner. 
The Canadians had sold 200,000 tons of wheat to Brazil on February 13, 1954, 
more than 2 months previous to the consultation—but sold none to Brazil’ 
subsequently. , 
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Finally, our recent loan to Brazil covered only the 200,000 tons of United States 
wheat sold on credit. No general commercial credit to Brazil has been advanced 
by the United States Government since the $300 million Export-Import Bank 
loan, to clear up United States commercial arrearages, was approved February 21, 


1953. 

Senator EastLanp. Mr. Secretary, there was a ceiling of $453 
million placed this fiscal year on the operation of Public Law 480, is 
that correct? 

Secretary Benson. I think it was decided in the committee, which 
Mr. Francis is chairman of, that commitments would be made not to 
exceed that figure probably for the first year. Of course, it may not 
mean that much. It may be much less than that when necessary 
negotiations are completed. It may start out with one figure and 
end up with another figure. 

Senator Eastianp. Yes, sir; but do you think now that we will 
exceed that ceiling this year in ‘this fisca year? 

Secretary Benson. I think if there was real need for it. I do not 
see any good reason why we could not exceed it. 

Senator East.Lanp. Is it not a fact, Mr. Secretary, that this $453 
million ceiling was not the judgment of the Department of Agricul- 
ture, in other words, is it not a fact that the Department did not favor 
this $453 million ceiling? 

Secretary Benson. I could not answer that offhand. I heard a 
general discussion of it, that we felt that the 453 would give us ample 
funds, certainly, for the first year in the deals that we felt we could 
reasonably consummate during that period. Certainly, it appears 
now that it will be ample that we probably will not spend that much 
the first year. 

Senator EastLanp. Was not the $453 million—was that ceiling not 
placed there at the request of the State Department? 

Secretary enous t could not answer that offhand, but it could 
have been their request. It could have been the request of several 
departments. I do not know. 

We have heard something, too, about the impact about too large 
an expenditure on the Treasury in the first year. I think they have 
expressed some concern about spending all of it in 1 year, to spread 
it out. 

Senator Easritanp. It was the Treasury and the State Department 
in this case, as I understood it. 

Senator HoLianp. Will you yield for a moment? 

Senator EastLanp. Yes. 

Senator Hontuanp. Mr. Secretary, is it not possible that we are 
talking about two different things here? The limitation applied by 
the law is not upon the amount of trading under the moving price, 
but it is on the amount of reimbursement permitted to the Commodity 
Credit Corporation. That limitation is $700 million. 

Secretary Benson. That is right. 

Senator HoLLtaNp. We do not expect any such loss as $453 million 
out of this? 

Secretary Bunson. No, no. 

Senator EasTtaNnp. The ceiling on the operation is that for this 
fiscal year. 

Senator Hotuanp. That is correct, but it is the loss that you 
measure against the total of $700. million, and not the amount of the 
operation of any particular year, is that correct? 
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Secretary Benson. Yes, that is my understanding. 

Senator Eastuanp. In this export of cotton under 480, if a cotton 
shipper exports 10,000 bales of cotton to X country then he must go 
to the stocks when he ships that cotton and replenish his supply from 
the stocks of the Commodity Credit Corporation to the tune of 10,000 
bales, is that. not correct? 

Secretary Benson. That is my understanding if the operation is 
under 480. 

Senator Eastitanp. Under the old law it was that the Commodity 
Credit Corporation could dispose of its stocks at 105 of parity plus 
the reasonable carrying charges. Under 480 the Commodity Credit 
Corporation was exempted from that position, in other words, that 
they could replenish their stocks from the Commodity Credit Corpora- 
tion at the prevailing prices, which is the new law, is it not? 

Secretary Benson. I think that is true. Of course, under the 
Commodity Credit Corporation charter, you understand, Senator, 
we can sell abroad at any price, we are not limited. 

Senator Easttanp. Yes, I know that. That is right. 

What is the policy under 480—what are your regulations now? 
Does a cotton shipper have to replenish his supply from the Com- 
modity Credit Corporation at the prevailing price or at 105 percent 
plus reasonable carrying charges? 

Secretary Benson. Will you answer that? 

Senator Eastianp. I understand that the regulations have been 
published and are about to go out. 

Mr. Ricwarps. Senator Eastland, the replenishment of stocks can 
be taken either from the Commodity Credit Corporation stocks or 
loan stocks. If they do buy from the Commodity Credit Corporation, 
our present policy is that they will pay 105, plus carrying charges. 

Senator EastLanp. That is in the face of the law? 

Mr. Ricuarps. The recommendation of the cotton industry was 
that they would like to see cotton moved out from under the loan 
before CCC stocks were sold, in order to give the producer a chance 
to benefit by redeeming stocks under the loan. It would make very 
little difference if it was redeemed from the loan stocks. CCC would 
acquire that much less cotton when the loans matured. 

Senator Eastianp. Do you not think that a provision like that is 
going to hold down the amount of cotton that we can export under 480? 

Mr. Ricnarps. I would not think so. 

Senator EastLanp. Well, you are pricing cotton at about a cent 
and a half or 2 cents above the world price. 

Mr. Ricwarps. But the loan stocks are available at the market 
price, or whatever it takes to cause farmers to redeem loan stocks. 

Senator EastLanp. Plus the carrying charges. 

Mr. Ricuarps. Of course, but on the 1954 cotton that is under 
loan, the carrying charges are relatively small. 

Senator Eastianp. That is all I had. 

The CuarrMan. Senator Young. 

Senator Youna. Mr. Secretary, there have been many, many inac- 
curate statements publicizing the expense of these agricultural pro- 
gaa One of them appeared in the Legislative Daily, published 

y the Chamber of Commerce of the United States, under date of 
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Monday, January 17, 1955, which I would like to call to your attention. 
This is usually quite an accurate publication. They state: 

Anticipation of a less expensive farm price-support program also is reflected 
in a recommendation for $1.3 billion in new appropriations for 1956, éompared 
to $2.6 billion in 1955, $4 billion in 1954. 

Did appropriations for agriculture ever reach $4 billion in 1954? 

Secretary Benson. No; 1 think not. Of course, on the cost of 
these programs, Senator, the whole thing is so complex, you know, 
that we ordered a study made of the cost of the programs a year ago, 
but I think that report was incorporated in the record before this 
committee at that time. 

It depends largely on what programs are included and what costs 
are included to get at a total figure. 

I would be glad to make that a part of the record again, and brin 
it up to date, if it is the wish of the committee, showing the actua 
cost of these programs broken down by various types of programs. 

Senator Youna. I wish you would, because the figure given awhile 
ago, I believe, was 500 and some millions, or $700 million for nearly a 
2-year period. 

Secretary Benson. $716 million. 

Senator Youna. $716 million; yes. 

Secretary Benson. We could make that a part of the record, if 
you would like. 

(The information follows on facing page.) 

The CuarrMan. You propose to follow the same line as you did 
last year, to give the entire costs, ineluding the Soil Conservation | 
Service and everything, or just the cost of this program that we are 
talking about now? 

Secretary Benson. We can show just the stabilization operations, 
or we can show the other two. It is all in the report, but it is separated. 

Senator Youne. Did you help prepare the budget for Agriculture 
a oe over to Congress? Did your Department help to prepare that 

udget? 

Secretary Benson. We hold rather extended conferences in the 
Department at which all of the heads of the agencies participate. 

We have a Budget Committee that is set up to review all of the 
proposed budgets of the agency heads, and then we finalize it finally 
and submitted it to the Budget. They do not always approve what 
we submit, but that is the procedure that is followed. We start with 

the various agencies. 

Senator Youne. I note underneath “Expenditures” that they 
list loans to REA. I think the repayments to REA are something 
like 99 percent, yet that is listed as an expense under the budget. 
Would you consider a loan that has a repayment record of about 99 
‘percent as an expenditure of the Government? 

Secretary Benson. The repayment record is very good in REA. 
I have the complete report of their operations for the year. I was 
reviewing it last year. 

It requires an appropriation no doubt—the funds go back into the 
Treasury in large measure as the loans are repaid. 

Senator Youna. There are so many misleading stories. One’ of 
the top pressmen in Washington yesterday said to me that, “It will 
be bad for agriculture with approximately $1 billion reduction in 
appropriations.” 
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acreage allotment payments) .......... betbbéccoveses?: #0) 2 8/0 (eet wet. Odes Sie 68.8 : 119-8 : 202.0: 132.7 : 
Soil Conservation Service programs e/ ......-..+-.e+0+2 > bs ht 8s 34: 25 23.6 : tt t=  & 
Forest Service programs f/ ......s-eseeesecaeeeereee oat 12.2: 66: 68.3: 9:5 14.2 : Rh: 2.3: 0 : 
Plood prevention and watershed protection ........-...: oo a a -- 4 ; 2-3: 8 : 


Credit and Related Programs for Electrification 
and Telephone Facilities, and Farm Purchase, 
Maintenance, Operation, and Housing: 

Lending programs: : 
Rural Electrification Administration g/ ........«+: 
Farmers Home Administration .....-s-eseceeesenseee? 

Grants and other expenses, including salaries and 
expenses related to the above lending programs .. 
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DEPARTMENT OF AGRICULTURE 
rams, by Function or Purpose, Fiscal Years 1932 - 1954 a/ 


ropriated funiis, the expenditures less receipts arising from the activities so financed; (2) for non-corporate 
tion and Federal Crop Insurance Corporation corporate funds, the net gains or losses from operations and the 

it. System, the interest cost to Treasury on Government-subscribed capital and payments made by Treasury on 

ury- Interest cost to Treasury on non-corporate loan funds and on Government-subscribed capital of corporations 
these years.) 


ions of Dollars) 








igh = 19h2 = 1963 * lgbh * 1945 ° 19h6 = 1gb7 * 1968 ° 1gb9 * 1950 * 195) * 1952 * 1953 | 195 | Total 


bs 3.0: 69.2: 89.9%: «5.9: OF 3061: «7109: «125-6: 256.7: 269.2: 3h5- 


2 fet Od: «8.03 Wehr 5.8: 39.9%: SOTO: 96.00; &.78: 2.7%: 21 
lL: lO: 2.1: 33.2: 13:9: 6.5%: - 15.9: bB.2: he. 
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Research and Education: g g ; ; : 3 3 : : : : 
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: 3 o% 3 3: & ; se 3 : : : 


ta 





Other, Chiefly School Lunch, Marketing Services, 


Control and Regulatory Activities: : : : : : 3 
School lunch program h/ ....esesecsecrsceeresessecees --¢ --% -“--: --? -~-: - 





Other abe - -- es 
Total 
Programs Primarily for Wartime, Defense, and 
Other Special Needg ....--.cccccccercecssacvvsccereseel --: e = % -~-?: --: --: “=; ee; \“-?: ae 3 — e 





Para Credit Administration (including the Farm Credit 
System and salaries and expenses of the Farm 
Credit Administration) i 
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Wartime Consumer Subsidies on Agricultural Commodities: : 





Paid by Commodity Credit Corporation ............0.200! -<-: --: --: --: --: --: --: --: wie 4 ies . 
Paid by Reconstruction Finance Corporation ...........: --73; --: --7; --; --: --:; ee 3 om % -~-=-; -*3: | 
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Other Special Activities not a Part of the 
Agricultural Programs of the Department: 

Special activities conducted by the Department 
under transferred funds as a service for other 
agencies (Chiefly for purchase of commodities 
for Lend-Lease, UNRRA, Mutual Security and other : 3 : : g 3 $ ; : : ; 
foreign aid programs) ........s.sseseeeseces eoocces Qed s Jel: 32-2 : 162.8: 72.3: GO: Ml: FO: WE: 0.9: & 

Government procurement of agricultural commodities : g g : : : : : 
for foreign aid programs other than through the 


Department of Agriculture ............. aceceacsecall e 3 == : eek ie oS we 











* Excess of credits -- deduct. 
a/ This table on realized costs of agricultural and related programs reflects, essentially, the cost to the taxpayer, over a period of time, of 
similar table prepared last year. Figures for years prior to 1954 have been adjusted where necessary to put the data on a comparable bas: 


"Realized cost" means the net cost actually incurred to date. It was adopted as the basis for the statement since (1) it is a realistic 1 
denominator which can be applied to all programs regardless of how they are financed. For example, the advancing of a loan to 

repaid. However, the interest paid by the Government on funds provided for lending purposes is considered a realized cost of the 
principal amount of a loan becomes a cost only in the event the borrower defaults and the loan is written off by the Department. 
and how it also takes into account income and program.credits. The realized cost basis can be applied to all programs since, regardless 
to date. Many of the Department's programs are financed directly from appropriations, some activities are carried out by corporations us: 
common denominator for all programs; it likewise does not take into account income or offsetting receipts arising from operations. Reali: 


cost" or “accrued income and expense. 


Fi 
ge 


The statement is designed to present, in an objective and factual way, the realized costs of agricultural programs for the information of 
need for a single table which would cover in a consistent fashion all of the agricultural programs. 


b/ These programs are essentially international in nature, and are included in this classification with the kinds of items to which they most : 
c/ The expenditures under this program are for payment of the difference between the price specified in the International Wheat Agreement and | 
a/ Exclusive of cash payments for school lunch programs. 

e/ The amounts shown include the purchase of 9,643,736 acres of submarginal land at a total cost of approximately $60,061,000. 

f/ The amounts shown include the purchase of 14,456,472 ecres of land at a total cost of approximately $68,643,000. 

g/ The realized cost of the non-corporate lending programs of the Rural Electrification Administration and the Farmers Home Administration rep 
expense basis. The latter basis differs from realized cost principally because it includes (1) income earned but not yet collected, (2) 
allowance for possible losses on loans. Since realized cost is a common denominator applicable to all programs regardless of how they ar 
well-established reporting basis for these lending programs and is used appropriately in other reports which are prepared from time to tir 
the period covered by this statement. 

h/ Includes costs under the National School Lunch Act and Section 32 funds used for cash payments for school lunch programs. 


i/ The Fare Credit Administration, which supervises the institutions comprising the Farm Credit System, was transferred from the Department of 
Administration was a part of the Department during most of the period covered by this statement and since its programs are agricultural 11 


J/ Includes $9.3 million representing the cumulative net loss of capital subscribed to the Regional d4gricultural Credit Corporations which wer: 








. of time, of all the programs of the Department of Agriculture. The present table is a revision which adds one more year to the 
parable basis. 


| realistic measure of the actual financial results of program operations within a specified time, and (2) it is a common 

} @ borrower under one of the Department's lending programs is not considered a cost. It is regarded as an investment which will be 
the year in which it accrues. Similarly, interest collected from the borrower is included as income, or a reduction of cost. The 
t. This example is illustrative of how the realized cost approach comprises elements of cost as distinguished from cash outlays, 
regardless of how funds are made available for carrying out a program, there is in each instance a measurable net cost of operations 
oretions using their corporate funds, and others are operated from revolving funds. Funds available, therefore, is not @ practicable 
ons. Realized cost does not include any element of anticipated gains or losses and, accordingly, is not synonymous with “accrued 


‘ormation of those interested in agriculture or in governmental operations generally. It was prepared by the Department to meet the 


| they most nearly relate. 


eement and the domestic price of wheat. 


tration reported in this statement should not be confused with figures reported for these programs on the accrued income and 
ected, (2) interest costs charged to the agency rather than interest costs to the Treasury on borrowed funds, and (3) an estimatid 
how they are financed, it has been used as the reporting basis throughout this statement. Accrued income and expense is another 
» time to time. On the accrued income and expense basis the lending operations of REA reflect a net income of $47.4 million for 


ypartment of Agriculture and established as an independent agency of the Government on December 4, 1953. Since the Farm Credit 
‘icultural in nature, the realized cost of FCA activities has been retained as a part of the statement. 


8 which were liquidated in 1949. 
January 1955 
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A to Table of "Realized Cost of cul ] 
SUMMARY OF REALIZED COST OF AGRICULTURAL PROGRAMS PRIMARILY FOR STABILIZATION OF PRICES AND } 


(Millions of dollars) 





Commodity Credit Corporation ‘Intevasticaal pragrams Sor : ; 
s : * Removal of * 
: : gency : : 

Inter- : assistance to : ou ve i! Sugar 
: national: Pakistan and :°& an? Act 
: Wheat : other friendly :Comodities . 
:Agreement: nations v/ 





, ‘supply, foreign’ Adminis-* 

Total “© Price ‘purchase, com trative ¢ 
* support ‘modity export ‘ani oth-" Total 

programs ‘and other CCC ‘er gerer-' 

- activities ‘al costs’ 





ic Commodities: 
Corn Tineluding cormmeal and AAA 


corn-hog program): : : : : : : : : : 
Program expense ......---sseee0e. : 1,490.2 : 151.4 : 16.5 : : 167.9: : 3 19.9 : 
Miscellaneous receipts .........- : 3 : : : : $ : g 
Processing taxes (net) .......... : 



































Total, COFM .ccceserecscecccecs : 
Cotton: 

CCC price support: : 
Upland cotton ....esssccecceevees : 
Puerto Rican cotton .......se.++. ; 
Cotton export differential ...... : 
Cotton-rubber barter .........+... : 

Total, CCC price support ...... : 


Other cotton programs: 
Miscellaneous receipts .........- : 
Processing taxes (net) .......... : 


Total, Cotton ....eeseeseeeeees : 
Peanuts: : 
PrO@ram GXpeNse .....6eeseeesereces : 
Miscellaneous receipts .........-.- 3 
Processing taxes (net) .........++. : 
Total, Peanuts ........sseeeeeees : 
Rice: : 
Program €Xpense .......eeeseeeceees : 
Processing taxes (net) ...........- : 
BOCK], RISO .cccocccccvcccccccese $ 
Tobacco: : 
Program expense .....---sseseseeess : 
Miscellaneous receipts .......++++- : 
Processing taxes (net) ............ : 
Total, TODRCCO ...eeeecereceeeces 2 


Wheat (including vheat cereal 


DCL dcdhbteseeeebdecescedescoosses : 
Total, Designated Non-basic ....... : 
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Ograms, by Function or Purpose, Fiscal Years 1932 - 1954" 
PRICES AND FARM INCOME, SHOWING DISTRIBUTION OF COST BY COMMODITY GROUPS a/ 





liars ) 
. : Agricultural : : : : > Agricultural 
: s Geet: ‘Retirement of Agricultural’ Resoval of eam fat : 
Federal payuents * , Oem : * cotton pool’ Adjustment ' wolving Pund, : 
Sugar: : : (principally: Parity : rand payments to: 
Act : crop <° under the © acreage : a ‘participation: Act of 1933' cattle and — stabilisation : Other 
: insurance ‘Agricultural ' allotments onthe —— ; trust * and related: dairy — corporations 
; :Cunpereation, quvbeting : ; certificates. Acts ; products yy: Gur beatae : 
: ; e : quotas ) c : : : : ; incurred e/ : 
1.0: 441.0 : 15.7 347.5 : : 488. 7: 10.5 
: : : : : 0.6: 
4: 





Net total, Sugar Act .......... : 
Other sugar programs .............. : 
Processing taxes (net) 
Total, Sugar 









Other: : 
No on a ccccesniceyos : 
Miscellaneous receipts ............ : 
Processing taxes (net) ............ : 

DT / otecdsassnscecbeues : 
Total, Other Non-basic ........ g 


Total, all commodities .............. 


é 8,149.1 1,529.6 101.0 : , 1,630.6 : 602.4 ; 73-1 b/ 1,716. 
Interest cost: : : : ; : ; ! 
aoe a le 
Other costs not allocable to : : : : : , : : 

ies tos uisoanas ty comsshisics’. + aie, : a Se ee: 8 : 


RECAPITULATION: 





Commodity totals: 
Program expense (before deduction 
of miscellaneous receipts $ $ : : : : : 
ME GMOS) oc ccc ccccseccscccccess 710,340.4 : 1,529.6 : 101.0 : : 1,630.6: 602.4 : 73-1 : 1,716.i 
Miscellaneous receipts ..........-.- ; : : : . : ; 










SuGAr tAKXES ... ces ecesereveeerseees 
Processing taxes (net) ............ 
Total, commodities .....-sse-sees 


Other amounts not allocable : 
by commodities ...cceeeceereeece coe 2 


Realized cost 





Note - Details may not add to totals shown due to rounding. 
* Represents income or minus expenditures. 


a/ The distrioution by commodities is necessarily estimated in most instances since accounting records were not required to be maintain 

b/ Exclusive of cash payments for school lunch programs. 

c/ The amounts indicated hereunder are principally for salaries and expenses for fiscal years 1947 to 1954 in connection with acreage a 
Conservation Program, and administrative expenses for this work were not maintained separately from administrative expenses of the 
years are not included in this statement. 

a/ Program conducted under the Jones-Connally Act. , 


e/ Represents principally losses incurred on loans made from the revolving fund by the Federal farm Board to stabilize the prices of wh 
without reimbursement to the fund, of wheat and cotton acquired in stabilization operations. 


f/ Represents cost of commodity export program on cotton exclusive of export differential on cotton owned or pooled by CCC. 
g/ Includes $163.2 million for cotton price adjustment. 


h/ Includes $163.2 million cost applicable to the cotton price adjustment programs and $30.5 million in incentive payments under the 19 
included in "Other costs not allocable to specific commodities" below. 


i/ Interest computed for each year on the basis of the average rate incurred by Treasury on the public debt in that year. 
d/ Consists of administrative expenses and other general costs or income not distributable by specific commodities: 


k/ Includes charged-off accounts and notes receivable of $2.3 million and the net realized gain on the supply and foreign purchase prog 


Supply 

(Millions) 

Cotton and linters ........se.es006- $ 1.9% 
Grains and seeds ...... pibedsedeckae 75-7 
GAAS HED cubss>. ccece a A ep 0.9* 
Yt dine iemeneen ‘ 4 .* 
General commodities purchase ....... 187.6# 
Processed and packaged commodities . 39.2% 
Sugar, Puerto Rican raw .....++-+++- — 
SE ciddite +00... ctnamenkene Sebi te 





These programs were separate from the major activity of the Corporation and were undertaken as a means of supplying the requiremer 

The gain of $187.6 million under general commodities purchase resulted from the establishment of sales prices at a level which wou 

U. S. Armed Services, Lend-Lease participants, foreign governments, relief agencies, etc-, during World War II. ‘ 

i/ No administrative or other general costs are included for these acreage allotment payments. The program was conducted as a part of 
separately for acreage allotment payments as distinguished from payments for conservation practices. 


a/ Includes activities chiefly to assure production of crops in short supply and assistance to farmers in obtaining equipment and mater 








O-1 : : : 3.6 : : : : 91.0 : 
: : : : : : : 6.2°: : 
612.8 : : 1.3: 658.8 : : ; ; 0.2: 76.6 + T-7 : 17-3 
$ : : : : : : 5.48: : : 13.08 
: : : -2°; : ; 
3 612.5 : 3 1.3 : 656.6 : : > : . rr ; 
0.8 Se ; rT eo tt 
: b/ 1,726.2 : 331-4: 72:9: 2,354.8: 16.7 : 967.1 : 1.3: 515.0 : 16.6 : 376.9 : 16.9 
: 1b.3 : ; : : : ; , 13.2 : 
: 0.9%: : : : $ : : 13.5*: 
29.0 : 20.6 81.k : O84 a/ 7.0: 49.5 : 0.2 : 56.2 : 2.0: 5 
: : ; : : : Q.1*: : : 





1,716.2 : 885.0 : 72.9 2,354.8 127.1 967.1 , 1.3 : 1,426. 76.6 376.9 ; 29.9 
: : : O.4*; : : 9 : : 





be maintained on an individual commodity basis. 


h acreage allotments and marketing quotas on the commodities shown. Prior to 1947, such work was haridled as a part of the Agricultural 
nses of the Agricultural Conservation Program. Accordingly, amounts for acreage allotments and marketing quotas for 1946 and prior 


rices of wheat and cotton. A large portion of such losses resulted from donations authorized by Congress to the American Red Crosse, 


nder the 1943 ACP program. An item of $12.1 million of program cost, which cannot be allocated to individual commodities, is 


wehase programs which are identifiable by broad commodity groupings as follows: 





Foreign Purchase 
(Millions) 
COCCOR ccccccccerecccecs $ 5.9% 
Pats and oils .......... 38. o# 
POGRSGRETS « cccscccvsces 5.7* 
GEE cecccceeenHsnedane __ 0.2 
Total osnbveneehan 50.3* 





» requirements of Government agencies, foreign government<, and relief and rehabilitation agencies, and to meet domestic requirements. 
21 which would prevent losses to the Corporation on the supplying of commodities and products thereof to meet the requirements of the 


3 @ part of the Agricultural Conservation Program and records of administrative and other non-payment costs were not maintained 
nt and materials necessary to achieve the production required by the Korean mobilization. 
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There is no such thing as a billion dollar reduction. That is an 
interpretation placed on it by he and many others. I would gather 
much the same impression after reading this budget message. 

Secretary Benson. May I comment on that last statement? That 
probably is expenditure rather than cost. 

Senator Young. That is right. 

Secretary Benson. It is an expenditure rather than the actual cost. 

Senator Youne. On page 10 of your statement, at the bottom of 
the page under “‘ Wheat,” I quote this statement: 

It should be pointed out that the big expansion in wheat acreage in recent years 
occurred outside the commercial wheat areas. Much of the increased production 
was low-quality milling wheat. This production increase was in response to high- 
level rigid price supports well above average production costs, 

You believe high price supports do tend to increase production? 

Secretary Benson. Yes, | think generally speaking they do. Of 
course, price is one thing that the farmer always responds to, you 
know. I think many of these marginal areas have been brought in 
because of the incentive which has been offered pricewise. 

Senator Youna. In your message in another place you point out 
that there is not a surplus of durum and other quality wheat, in fact, 
there is a severe shortage. There is not a surplus of high quality 
wheat. 

Secretary Benson. The stem rust problem with which you are 
familiar is a big factor in that. We are doing what we can to develop 
some rust-resistant strains, as you know. That will take time. 

In the meantime there seems to be quite a shortage of good quality 
durum wheat. 

Senator Youna. If the high price supports are responsible for the 
wheat production spreading outside of the so-called commercial areas, 
and presently we do have a surplus in low quality wheat, why do you 
continue to maintain a higher price support on wheat, produced for 
example in Maryland, which is a garlicky soft winter wheat not good 
for baking purposes, than you do for quality wheat that is in very 
short supply? You have authority to change that, have you not? 

Secretary Benson. I do not know that we were maintaining a 
higher level on low quality wheat than on the better grades. I think 
it is uniform, is it not? 

Senator Youna. No, it is not. The price support for wheat in 
Maryland, for example, is approximately 20 cents a bushel higher 
than as stated in your message, where you mention there is a shortage 
of wheat. 

Secretary Benson. I presume that the differential is probably 
based on the historical relationship between the two areas, and the 
freight item. Do you want to comment on that? 


STATEMENT OF JAMES A, McCONNELL, ADMINISTRATOR, COM- 
MODITY STABILIZATION SERVICE, UNITED STATES DEPART- 
MENT OF AGRICULTURE 


Mr. McConne tu. The price is in relation to the market that it 
usually goes to. 

Senator Youna. I think that this inequity has been recognized by 
the Farm Bureau and other farm organizations as an inequity that 
should not continue. I think that your Commodity Advisory Board 
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urged you to establish a better differential for high quality wheats 
— a higher support and a lower support price for lower quality 
wheat. 

If you continue this policy I am warning you that out in our area 
where we produce high quality wheat we are going to have to go to 
a lower quality wheat, because they are usually more rust resistant 
and higher producers. We can do the same thing as they are doing 
in other areas. Unless there is a change in that, we are going to run 
into serious trouble. 

Secretary Benson. We would be glad to talk to you about that. 
Maybe we need to bring in some medetaieiien of those differentials. 

Senator Youne. I think that you should. 

Senator Tuyr. Would you yield for a question at this point while 
we are on the subject of wheat? 

Senator Youna. Yes. 

Senator Tuy. You spoke of market centers, and the question of 
freight rates. Where do you locate geographically your market center, 
so as to establish that as your minimum freight rate area? 

Mr. McConnett. Say around in Maryland adjacent to Baltimore 
and Philadelphia, the markets there, which is a short freight rate. 

Senator Tuyr. North Dakota is adjacent to Minneapolis. Min- 
neapolis until most recent years has certainly been the milling center 
of the Northwest. Therefore I should think that North Dakota 
would enjoy a certain reasonable freight rate to the Twin City area. 

Mr. McConne tt. I think, Senator Thye, that the point Senator 
Young made is that these things are out of line. I am not dis- 
agreeing with that at all. 

Senator Turn. I think Senator Young has a very pertinent question 
there that you should consider. You mentioned Baltimore. I always 
thought that Buffalo and Minneapolis were the big milling centers 
where your wheat of a milling quality would go. 

Mr. McConne tt. These long-time relations have been maintained 
however. 

Senator Tuygz. But you are in a modern age and you had better 
cut your cloth to the modern age, rather than go back to the hoop- 
skirt age. 

Secretary Benson. I think that we can take a look at that very 
profitably. 

Senator Youna. Actually, the cash price for wheat in Minneapolis, 
in the market, averages 20 to 30 cents a bushel above support levels 
for that area it serves as a market. You find exactly the opposite in 
some other areas of the United States. The price support is way 
above the cash prices paid in their market centers. 

Secretary Benson. We will be glad to take a look at it and talk it 
through with you. 

Senator Young. I wish you would. There is just one other question. 

I introduced an amendment to the Agricultural Act of 1954 which 
would have made support prices for oats, barley, and rye and I believe 


also sorghums mandatory. That would have been mandatory at 75 
to 90 percent of parity. ) 

During the discussion on the floor my friend Senator Aiken, who 
was the author of much of this legiala tion contended that price 
supports then were mandatory at 75 to 90 percent, yet you reduce 
it to 70 percent of parity recently. 
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Do you believe that under our present legislation you have authority 
to support feed grains at from zero to 90 percent of parity? 

Secretary Benson. I understand, and our Solicitor can check me 
on that, that the Secretary has discretionary authority for supports 
on feed grains. I think I am right in that. 

Senator Youne. Senator Aiken, do you want to comment on that? 

Senator Arken. I do not recall the debate on the floor. 

Secretary Benson. Is that right? That is correct according to him. 

Senator Youna. I will read Senator Aiken’s statement from the 
Congressional Record, I contended that they were optional. 

Mr. Arxen. The act of 1949 contains a table providing a minimum support 


level for storable nonbasics from 90 to 75 percent; and then there is a proviso 
which might permit the Secretary to go below 75 percent. 


And then there is a proviso, which reads as follows: 


Provided, That the level of price support may be less than the minimum level 
provided in the foregoing table if the tars, after examination of the avail- 
ability of funds for mandatory price-support programs and consideration of the 
other factors specified in section 401 (b), determines that such lower level is 
desirable and proper. 


And then he goes on again after quoting from the law to say: 


In other words, if there were not enough money to support everything, then 
the basic commodities would have preference. But if the money were available, 
the Secretary would be supporting other commodities already at between 75 and 
90 percent, if they were storable—and all the commodities we are discussing 
are storable. 

Senator A1ken. May I say that I think that is correct. I had for- 
gotten for an instant what my statement was, but you have refreshed 
my memory. I do believe that the support level had not been placed 
under 75 percent between the time that law was enacted in 1949 and 
1954, if I remember correctly. It had varied from year to year. I 
do know that it was a question as to whether there was enough money 
available or not. Then the basic commodities do have preference. 

Senator Youne. The Secretary contends that he does have author- 
ity to support at the optional figure. 

Secretary Benson. I think that my authority—and my Solicitor 
confirms it—is discretionary on the nonbasic feature. 

Senator ArkEen. It seems to me at the time that this law was 
passed that you had a limit of $8.5 billion. I think it was after the 
Agricultural Act was passed that we raised the limit to $10 billion. 
I am not quite sure as to that, but I think that I am correct. 

Senator Youne. Your lowering it to 70 percent of parity was con- 
trary to the recommendations of your Commodity Advisory Com- 
mittee, was it not, that action by you? 

Secretary Benson. I think not. It could have been. Of course 
the committee is advisory. We try to get the judgment of various 
groups on these matters and try to make the determination which we 
think is best for the industry. 

Senator Youne. I would like to read a part of that recommendation. 
I suppose that I am not supposed to have this, but it was given to me. 

Secretary Benson. If you have it, we will not attempt to get it 
away from you, I assure you. 

Senator Arken. Will the Senator tell us, first, which grain advisory 
committee it is, or the name of it? 
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Senator Youne. This is headed: ‘‘Recommendations of the CCC 
Advisory Board as the result of meetings of November 10 and 11, 
1954, attended by Herbert J. Hughes, Chairman, and others,’’ 

Secretary Benson. It is a 4- or 5-man committee to advise Mr. 
McConnell, the Administrator, on the overall operations of CCC. 
Ordinarily they make recommendations to him and to the Secretary. 

Senator Youna. This support price on feed grains is of tremendous 
importance to us. 


Secretary Benson. Many of them we take, and some of them we 
do not. 


Senator Youna. I thought that their recommendations were pretty 
good. 

Secretary Benson. Generally speaking, they are pretty good. 
They are good men. 

Senator Youna. Let me read this. 

Secretary Benson. We try to select only those kinds. 

Senator Youne (reading): 

(a) Farm income which is now dangerously low in many areas and for many 
farmers will be still further reduced. Large numbers of farmers grow these 
crops as part of their usual operations and for sale. 

(6) Too sharp and drastic a reduction is likely to bring on necessary hardships 
and criticism. A sudden drop from 85 to 66 percent of parity as has been recom- 
mended by some is after all a decline of more than one-fifth from the present level. 

(c) The carryover for these four crops from 1955-56 production are expected 
even at present price levels to be only 22 million bushels according to the Depart- 
ment’s own analysis. Surely a drop from 85 to 75 percent of parity with corn 
dropping only 2 points or from 90 to 88 percent of parity should throw the price 
balance in favor of utilizing substantially all of the minor feeds. 

Would you care to comment or that? 

Secretary Benson. Yes, I will be glad to comment on that. We 
take into consideration other factors, Senator Young, as you can 
appreciate ia making these determinations. Oftentimes these things 
also go to the National Agriculture Advisory Commission which is a 
bipartisan Commission of 18 men. . 

I think in this particular case it actually did go to that Commission, 
in addition to consideration given by the Commodity Credit Corpora- 
tion Advisory Board. 

Senator Youna. I wish that you would promote this Committee. 

Secretary Benson. Maybe on some things you would not want 
them promoted. 

Senator Young. That is all. Thank you. 

The CHarrMAN. Senator Johnston. 

Senator Jonnston. Mr. Secretary, I notice here on page 7 in your 
statement here, concerning “‘Improving the Dairy Situation,” at the 
bottom of the page it states: 


At the high point last summer, CCC had 466 million pounds of butter on hand. 
At the beginning of this month, the supply had been reduced to 266 million pounds, 

What helped reduce that? 

Secretary Benson. Well, there were various programs, Senator. I 
do not have the details, the breakdown. 
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STATEMENT OF DON PAARLBERG, ASSISTANT TO THE SEC- 
RETARY, UNITED STATES DEPARTMENT OF AGRICULTURE 


Mr. Paartpere. In the testimony, in appendix table No. 5, it 
refers to the disposition of dairy products during the fiscal year 1954. 
During the fiscal first half of 1955, too. 

It shows a breakdown by domestic and foreign distributions. And 
within the domestic distribution it shows the breakdown by schools, 
institutions, and needy persons. 

You will notice that for butter, the first half of the present fiscal 
year there were 25 million pounds that went to the schools; there 
were 11 million pounds that went to institutions; 16 million pounds 
went to needy persons. 

On foreign distribution there were 41 million pounds disposed of 
altogether. 

These total distributions made 93 million pounds. 

The other commodities are given there accordingly. 

Secretary Benson. These are donations only. There were some 
that were sold to trade, as I understand it. 

Senator JoHnston. You might say that 93 million pounds was 
given away? 

Mr. PaarRLBerG. Yes. 

Secretary Benson. Yes; so far as these items are concerned. These 
would be gifts to schools, institutions, and needy persons. The balance 
would no doubt move into the trade. 

Senator Jounston. How much was put back into the CCC since 
then? 

Secretary Benson. Do you have those figures? 

Mr. Paartperc. The total reduction is about 200 million pounds 
from 466 to 266 during the period referred to. We, of course, are 
buying a little now, but in the month of December we did not make 
any acquisitions of butter. 

Senator JoHnston. Why are you not buying now? 

Mr. PAARLBERG. Well, it has not been offered until recently. 

Senator JoHnsTon. Is it because of the support prices? 

Mr. Paartpera. Actually, the free market for dairy products has 
been above the support level. 

Senator JonnsTon. It would not be above 90. It would be selling. 
They would be selling it to you if it was up at 90, is that not right? 

Secretary Benson. The support level—the free-market level for all 
dairy products is right where it was before we adjusted the support 
level from 90 to 75—86 percent of parity. We were not getting 
90 percent of parity when we had the 90 percent floor. 

Senator JoHnston. But the dairymen would be selling more dairy 
products to you if you had 90 percent of parity today, is that not 
true? 

Secretary Benson. If we had 90 percent of parity and we were able 
to enforce that right across the board we would be getting more into 
CCC hands, that is right. 

Senator Jonnston. So that has helped cut it down, and plus giving 
it away, that is, the 93 million? 

Secretary Benson. Of course, the adjustment of the support level 
has tended to stimulate greater consumption. There is no question 
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about that. It has expanded the markets. Of course, we feel that 
is pretty important to the dairy industry. 

Senator Jonnston. I notice here in regard to cotton that you say 
here, on page 11: ; 

Cotton exports this year are expected to be about 20 percent above those of a 
year ago. 

Did you take that into consideration when you set up the cotton 
acreage for this year of 18.1 million? 

Secretary Benson. That is one factor I understand, Senator, that 
we used. There are several factors spelled out in the law that we have 
to take into consideration when we set the acreage allotment for cotton. 
Do you think that is too optimistic? 

Senator Jounston. No; I hope not. 

Secretary Benson. Of course, there is some estimating. That goes 
without saying. That is our very best judgment. It was a factor in 
setting the acreage allotment, as it is in setting the allotments on other 
commodities. We have to estimate the disappearance of the com- 
modity export and otherwise. 

Senator Jounston. That is only an estimate? 

Secretary Benson. It is only an estimate. Unfortunately, the 
Secretary has to do some of that. 

Senator Jonnston. I notice over on page 20 that you set forth 
there the breakdown in percentages, that you have negotiations with 
other countries for disposal of produc ts. There you have cotton at 
28 percent. If you dispose of 28 percent of the cotton under that, 
do you not think you will even run higher than 20 percent? 

Secretary Benson. The 28 percent is 28 percent of the amount we 
expect-——— 

Senator Jonnston. I know that. 

Secretary Benson. To dispose of under Public Law 480. 

Senator Jounstron. If we use that much as a stimulant, do you not 
think we should even go beyond 20 percent on the other? 

Secretary BENnson. I think that was all considered in the 20 percent. 
That is part of it, but, of course, we do not know exactly how much 
is going to be moved under that program, but Public Law 480 is a 
part of the 28 percent estimate, as I understand it. 

Senator Easttanp. Who set those goals, that is, the percentage 
that each commodity would get? 

Secretary Benson. I do not know that anyone set the goals. They 
are not goals. They are estimates based on the negotiations we have 
had to date—the deals that have been consummated. And those 
that are under consideration. 

The CuarrMan. Senator Thye. 

Senator Tuyz. Mr. Secretary, the dairy support you stated was at 
86 percent of parity as of now. That, of course, would include all 
fluid milk that is sold as such? 

Secretary Benson. Yes; that is my understanding, the overall price 
is about 86 percent of parity. 

Senator Tuyr. There are about 55 markets influenced by the milk 
control or Federal orders. What percent of parity does the producer 
receive for the product. that must be manufactured into either butter, 
cheese or powdered milk? I know that in much of the producing 
area, where they do not enjoy the influence of the Federal milk orders 
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the dairy products are off over $1 a hundred, compared with a year 
ago, 

That leads me to try to get the record straight on what percent of 
parity does the man have who has nothing but a butter market or a 
powdered milk market or a cheese market as his outlet? 

Secretary Benson. A manufactured outlet? 

Senator Ture. Yes, sir. 

Secretary Benson. Can you answer that? 

This will be an overall figure. We could get it by markets, I pre- 
sume. 

Senator THyr. What I am trying to do is to separate the figures 
for fluid milk markets that are influenced by these Federal orders. 
Some of these orders give the producer $6 pius for his production per 
Runsrerenen of 3 percent or 3.7 percent, and in some markets they 
settle it at 3.5 percent butterfat. What I am trving to establish is 
what does the producer who must depend upon a butter market or a 
cheese market or a powdered milk market realize for his product? 

Secretary Benson. That will vary by areas. Do you have the 
overall figure? 

Mr. We tts. For butterfat—this is the people selling only butter- 
fat? 

Senator Toys. Yes, sir. 

Mr. Weuus. The last 6 months the price has been right at 75 per- 
cent of parity. 

Senator Tuysr. He receives 75 percent of parity? 

Mr. Wetis. Sometimes it is down to 74 and sometimes it is up to 
76. 

Senator Toye. How about the cheese and the powdered milk? 

Mr, Wetis. The milk manufacturing has varied from 72 percent 
of our parity equivalent in May and June to 86 and 87 percent the 
last 3 or 4 months. 

Senator Toyz. Anyone knows that after you have gone through the 
month of July you are in what you might term the deficit era within 
your production year cycle, because when you get into July your con- 
sumption of fluid milk is in ice cream. Ice cream will draw very 
heavily and usually they draw more than your production actually is. 
Many producer groups, associations, manufacturers, freeze or try to 
put into storage cream and milk. 

Secretary Benson. Your production is lower at that time. 

Senator Ture. Yes, that is your low production. 

Senator A1kEN. Might I ask is not the parity figure adjusted for the 
season under the law? 

Mr. We ts. Yes, the butterfat figure is adjusted for the season. I 
believe these manufactured milk equivalents are adjusted for a season 
factor, also. Shortly following April 1 it appeared that they were not 
fully reflecting the $3.15 which had been assured and there was an 
adjustment made in a couple of the purchase prices and then more 
recently milk prices have gradually improved so that the manufac- 
turer of milk is better. The butterfat is still down at 75 percent. 

Secretary BENson. Would you like these put in the record? 

Senator Ture. I think it would be of help to us. 

(The information is as follows:) 
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Prices received by farmers for milk and butterfat, United States, by months, 1953 
and 1954 


Butterfat Milk, wholesale Milk for manufacturing | 
a A ae : a ae a ; 
Price per pound Price per hundred- Price per hundred- t 
received by weight receiyed weight received a 
farmers by farmers by farmers 
Year and mont! Perce 
ear aI 1onth : ee aacteai ars |) eeeaes ita onupent 
cent of cent of oariky 


Adjusted | equiva- 


aehies 4 aol 
he ve. — oy As re- — parity As re to 3.95 lent 2 
: ally ro ally a ercent 
ported | odjusted ported | sajusted ported leuter: 
} fat 

1953 Percent Percent Percent 
January $0. 683 $M). 657 87 $4. 84 $4. 57 96 $3.89 $3. 85 92 
February 668 652 87 4. 62 4. 50 96 3. 71 3.75 90 
March . 666 656 87 4.40 4.47 95 3. 56 3. 67 SS 
A pril . 654 661 89 4.11 4.38 93 3. 42 3. 56 | 86 
May . 651 . 687 92 3. 92 4. 36 93 3. 35 3.49 s4 
June . 650 710 97 3. 90 4. 38 95 3. 28 3. 45 S4 
July 648 . 694 O4 4.06 4. 37 94 3. 33 3. 43 83 
August 647 . ORO 92 4.18 4.27 91 3. 39 3. 46 S4 
September 648 . 652 XS 4.43 4.30 92 3. 53 3. 46 S4 
October 657 . 687 86 4.61 4.32 93 3. 69 3. 51 R5 
November . 668 . 629 85 4.72 4. 29 92 3.74 3. 56 86 
December 663 605 82 4. 58 4.19 90 3. 67 3. 53 85 

A verage . 659 sy 4 36, ‘ 93 3. 55 . 

1954 t 
January 659 634 85 4. 405% 4.14 88 3. 55 3. 48 83 
February . 652 . 635 R5 4, 2T7 1.10 86 3. 37 3. 44 82 , 
March . 628 . 628 84 4. 03 4.11 86 3. 22 3. 32 79 
A pril 568 580 77 3. 68 | 3. 91 8&2 2. 95 3.11 78 
May 52 585 78 3. 51 3. 90 82 2. 90 3. 02 75 
June . 559 . 588 79 3. 49 3. 88 82 2. 89 3.04 76 
Tuly . 557 563 76 3, 71 3.95 S4 2.97 3. 09 78 
August 557 : 563 75 3. 89 3. 97 84 3. 08 3.14 9 
September 558 . 552 74 4.12 4. 00 85 3. 24 3.18 81 
October . 569 . SAS 76 4.32 4.08 87 3.41 | 3. 25 82 
November . 572 . 561 76 4.42 4.06 87 3. 44 3. 28 &3 
December 581 . 553 75 4. 33 3. 97 85 3.38 3. 25 82 

A verage 585 78 4.01 , 3. 20 


Seasonally adjusted prices used in calculating percent of parity price. 

? Prices adjusted to 3.95 percent butterfat basis used in calculating percent of parity equivalent. Parity 

equivalent for milk for manufacturing was 88.5 percent of the parity price of milk, wholesale, through 

March 1954 and 84.1 percent for the period April-December 1954. Percentages based on the ‘“‘old”’ parity 

equivalent April-December 1954 would have been: April, 74; May, 72; June, 73; July, 74; August, 75; 
September, 76; October, 78; November, 79; and December, 78. 





Nore.—Support prices for the marketing season Apr. 1, 1953-Mar. 31, 1954, were butterfat, ie per 
pound and milk for manufacturing, $3.74 per hundredweight. For the marketing season Apr. 1, 1954- 
Mar. 31, 1955, the support prices were $0.562 for butterfat and $3.15 per hundredweight for milk for manu- 
facturing. 


Senator THyr. The reason I was asking these questions is this: 
Has the Department made a thorough study of the problems that the 
producer is confronted with in an area where he does not enjoy a large 
fluid milk market or fluid milk purchasing center? That producer is 
compelled to operate at 75 percent of parity or 72 percent of parity 
or thereabouts, when he notices that a producer who is in the protec- 
tion ofa Federal milk order is enjoying anywhere from 90 up to over 
100 percent of parity. Is the Department concerning itself with that 
question? Have you gone into it sufficiently so that you are prepared 
to make some recommendation to us here in Congress as to what 
might be the best method that we in Congress might use in trying to 
resolve or to approach that difficult question? 

Secretary Benson. I think, Senator, we have not made or completed 
a comprehensive study of that whole field. We recognize there is a 
need for it. Some study is underway. I think it is a very important 
problem that you have raised, this whole question of Federal and 
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State orders, their relationship to the surplus producing areas, where 
most of their products go into m nufactured dairy produzts. 

We have not completed what I would consider a comprehensive 
study of that overall marketing field. 

Senator THyr. Does it indicate to you that you will approach what 
might be a recommendation to Congress when you have completed 
your studies on that question? 

Secretary Benson. I think we might possibly have some recom- 
mendations to make. 

Senator Toye. You do? 

Secretary Benson. Yes, I would hope so. 

Senator Ture. Would the recommendation be on the basis of how 
to try to influence what the price would be under the Federal orders, 
or will the recommendation border on something like a repeal of those 
Federal orders? 

Secretary Benson. We cannot, of course, say. We have not gone 
far enough to indicate what the recommendations, if any, will be, but 
certainly the field needs a study as you have pointed out. We have 
recognized that for some time. We are into it now. 

Senator Turse. Mr. Secretary, the one problem that disturbs me 
more than | will attempt to describe here in words is that when you 
look at the overall net returns to the producer, he is getting down to 
almost what might be termed an all-time low in percentage of your 
national economy. 

Here are your figures. You are down to 5.2 as to percent of net 
income to persons on farms, from farming, as a percentage of the 
national income. And the total net income to persons on farms as a 
percentage of the national income is 7.4. I am now quoting the 1953 
figures. 

Secretary Benson. Preliminary. 

Senator Ture. Yes, sir, the fall of 1953. That 7.4 percent, you see, 
is 1 point below that of the previous year that is listed, which is 1952. 
It is likewise one point below in the so-called net income for persons 
on farms. That is a very, very low percent in your overall national 
economy. That is a disturbing factor to those of us who represent 
these States that are predominately agricultural income States. 

Secretary Benson. I am fully sympathetic. I hope that I did not 
give the impression that I was satisfied with the farmer’s share of the 
national income at present. I want to see it greater than it is. 

While that percentage of the total income going to agriculture has 
declined and the farm population in percentage has declined, still ] 
feel very strongly that the farmer is not getting his fair share of the 
national income. I would like to see these prices raised beyond present 
levels. 

Certainly, many of the programs we have in operation are aimed in 
that direction and will be in the future. 

Senator Ture. The drop has been quite drastic in the last few years, 
even going to the realized net income for the producer. It is down to a 
low figure. It is 12.5 billion, you see, and that is the all-time low 
since back in the early forties. The farmer is faced with a terrific 
overhead in taxes and operating expenses and all of those things. 

Secretary Benson. With fixed costs. 

Senator Ture. Is the Department of Agriculture going into these 
questions sufficiently so that you can come up with some sort of a 
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recommendation as to how this can be corrected? The figures indicate 
. there is quite a financial squeeze upon the operator when he has to 
get along with those low percentages of the national economy, because 
the national economy influences what he must purchase. 

Secretary Benson. That is right. 

Senator Tuyr. When his income is that low a percentage it does not 
leave him with anything to pay his bill with at the end of the year. 

Secretary Benson. I hope that we can be helpful to the committee. 

Senator Tuyr. You do? 

Secretary Benson. I hope we can. 

Senator Ture. Do you have study committees at work in trying to 
resolve that? 

Secretary Benson. Of course our National Agricultural Advisory 
Commission has made quite a study of this particular item. There 
are several task committees working on the question of farm income 
and its relationship to the national economy. We will continue to 
study it. 

Senator Tuyr. You will be able to give some further report then at 
a later time in this session relative to whas your recommendations will 
be on these milk markets that are governed and controlled and 
influenced by Federal milk laws? 

Secretary Benson. If it is the wish of the committee I think 
probably we may have some suggestion to make to them later in that 
field. 

Senator Tuyn. Thank you, Mr. Secretary, and thank you, Mr. 
Chairm: an. 

The CuatrMan. Senator Humphrey. 

Senator Humpnrey. First of all, Mr. Secretary, as a point of addi- 
tional information—possibly you have already offered it on other 
occasions—do we have an up-to-date table of the Commodity Credit 
Corporation holdings as well as those commodities under loan and the 
actual commodities, No. 1, and the relationship of those holdings to 
the consumption by humans and animals of the particular product, 
thereby being able to tell us how many months’ supply we would 
have? I know that we had one back in May of 1952 or 1953. I 
wondered if there was a more recent one. 

Secretary Benson. We keep those pretty much up to date. We 
could insert a current table, if you would like, Senator. 

We have a new inventory that is just out today on these holdings. 
We would have that inserted and then the other items that you ask 
for, also. 

Senator Humpurey. What I am getting at—I hope I make my 
point clear, so that there will be no doubt as to the question—is that 
we might have these figures on holdings related to national use. 
Under table No. 3, where you have 736 million bushels of corn, I 
gather that is the present investment, the present holdings of the 
Commodity Credit Corporation under loan, or both—the holdings 
and the loan? 

Secretary Benson. Yes, this is as of November 30. There is some 
lag here, because it takes time for the paperwork to get through; 
This picture would be quite different today than it was on November 
30. There is a lag of course in the accounting. You understand that. 
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Senator Humpurey. I understand that. You cannot have it right 
up to date all of the time. What I really wanted information on was 
how much supply—days, weeks, and months—would this be in terms 
of the use of corn, particularly as a feed product? 

Secretary Benson. On the basis of current consumption? 

Senator Humpnurey. On the basis of current consumption. I think 
that would be helpful to us. 

(The information requested is as follows:) 
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Secretary Benson. Yes. 

Senator Humpurey. This leads me to the question in reference to 
the increase in consumption in dairy products, all of which we hope 
is true and all of which we look forward to. Did you take into account 
when you listed the increase in consumption, the increase in popula- 
tion—I mean, the total volume of consumption of fluid milk and 
milk products might be up, but I gather we almost had 4 million new 
ones around this country last year. It looks pretty good for the 
future? 

Secretary Benson. Yes, it is one of the most hopeful things in 
the picture. 

Senator HumpHrey. We might be able to eat our way out of this. 

Secretary Benson. That is particularly true of our school lunch 
program, getting them in the habit of drinking milk early—I mean, 
at an early school age partic ularly. 

Senator Humpurey. That is right. 

Secretary Benson. We use the overall figures there. We also show 
the per capita figures, that there has been a per capita increase of 5 
percent in the past year in butter, and a slight per capita increase in 
cheese and also in fluid milk consumption, 

Senator Humpnrey. My next question on that is, I notice in your 
speech at our great city of St. Paul—— 

Secretary Benson. We had a wonderful meeting out there. 

Senator Humpurey. I hear that you did. I have a good press 
report here. 

[ wondered as to that 5 percent increase in butter which you 
noted, and the increase in cheese consumption and milk, is this 
primarily due to these rather generous gifts under the donation 
program? Would that be figured in, for example, the increase in the 
schoo] lunch, the institutional, the needy? 

Secretary Benson. It is all included. It would be a part of it. 
The promotion program of the dairy industry itself is a very important 
factor. 

Senator Humpurey. Very much so. 

Secretary Benson. And the school lunch program, some gifts to 
institutions, it is all included. 

We think from the checking that has been done, that there is an 
actual consumption increase per capita even outside of the school 
lunch program. 

Senator Humpurey. Do you have any figures that would verify 
this, particularly in the large consumption areas? Let us take for 
example the New York area—the distribution in an area where there 
are vast numbers of people, and the price of milk is still relatively 
high, despite the drop in the parity supports—what has been the 
effect up there? 

Mr. Paariperc. We have the figures on the consumption in our 
Federal order districts which we will submit for the record. 

(The information requested is as follows:) 


CONSUMPTION OF Dartry PrRopuctTs 


Estimates based on the data now available indicate that per capita consumption 
of butter and cheese in 1954 was about 3 percent greater than in 1953. Per 
capita consumption of fluid;milk and cream was up about 1 percent. Per capita 
consumption of condensed and evaporated milk declined 4 percent and per capita 
production of ice cream (production and consumption are approximately equal) 
declined 4 percent. 
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It should be noted that retail prices of butter and cheese were reduced more 
than for the other items. 

Taking into account the population change as well as the changes in per capita 
consumption, total civilian domestic disappearance of total milk on fat solids 
basis was 3 percent greater in 1954 than in 1953. The population increase from 
1953 to 1954 was slightly less than 2 percent 

Sales of whole milk in Federal order markets showed an increase in 1954 as 
compared with 1953. For the period January—November the gain was 3.1 
percent in selected markets. The increase in November was 6.4 percent. This 
presumably reflected the increased volume through the special school milk pro- 
gram and other milk programs adopted following passage of the Agricultural Act 
of 1954. The data for the individual markets from this series are shown in table 
9, page 14, of the Fluid Milk and Cream Report for January 1955, a copy of 
which is attached. 


TABLI Q, Ave rade dail sales of vhole mal mn certair Federal order areas for 
October 1954. November 1958 and 195 


Novem- 














- > Novem- |} 1954 ee! January- 
alle eet October ovem- oven ber 1954 en through | Novem- 
Marketing area 19542 | ber19542)| ber 1953 | of Octo- | Nov Novem- | ber 1954 
ber 1954 08 > er | ber 19543/ of 19533 
I COU 1 000 I, yh 
pounds pounds pounds Percent Percent Percent 
Boston, Mass. 1, 997 1, 967 51.900 98 104 101 
Chicago, Til. 5, 464 5, 493 55. 095 101 108 104 
Cincinnati, Ohio 7... 685 678 665 9 102 102 
Cleveland, Ohio_... 1, 473 1, 456 1. 412 99 103 104 
Columbus, Ohio” 508 508 {71 100 08 105 
Dayton-Springfield, Ohio-- 532 539 495 101 109 107 
Detroit, Mich.*...- 2, 943 2, 949 2. 850 100 103 102 
Fall River, Mass.4__.- 115 112 5110 WS 102 v9 
Fort Smith, Ark.‘ 64 66 61 103 108 100 
Fort Wayne, Ind__. 144 145 5 133 101 110 103 
Kansas City, Mo.-Kans.‘- -. 718 72 5 647 101 112 110 
Knoxville, Tenn.'_- 132 137 111 103 123 110 
Louisville, Ky.-_. 123 522 5 499 100 105 104 
Lowell-Lawrence, Mass.*__-. 273 271 261 99 104 101 
Milwaukee, Wis.® 959 978 897 102 109 103 
Minneapolis-St. Paul, Minn 1,118 1, 121 51.000 100 112 107 
Nashville, Tenn.’ _ - 340 357 297 105 120 106 
New Orleans, La.‘.._- 495 489 58 457 99 107 103 
New York, N. Y.*..-.-. 8,918 8,719 8, 691 98 100 100 
North Texas ¢ = 1, 057 1, 070 933 101 115 106 
Oklahoma City, Okla.‘ 307 317 276 103 115 104 
Omaha-Lincoln-Council Bluffs, 

Nebr.-lowa *. 378 386 5 353 102 109 358 106 
Philadelphia, Pa.‘_-- 2, 030 2, 000 51. 936 99 103 1, 946 101 
Puget Sound, Wash.t__-_- 1,074 1,100 999 102 110 1, 054 105 
Quad Cities, Il.-Iowa * : 260 264 234 102 113 243 106 
St. Louis, Mo.4__- 1, 065 1, 047 983 98 106 1, 014 104 
San Antonio, Tex.t_. 359 364 315 101 115 348 108 
Sioux City, Iowa *__-- 79 80 100 103, 76 103 
Sioux Palis-Mitchell, 8. Dak.‘ 62 64 103 1d 59 105 
South Bend-LaPorte, Ind.‘ 227 231 102 104 232 101 
Springfield, Mass.‘ '° 416 414 99 107 402 103 
Toledo, Ohio. 460 455 99 105 442 104 
Topeka, Kans__- 86 87 101 110 81 96 
Tulsa-Muskogee, Okla.‘_. 280 289 103 113 267 106 
Wichita, Kans 231 232 100 117 213 110 
Worcester, Mass.‘ °_._. 289 28 98 104 280 101 

TROL 3 36,062 | 335,913 | 3534, 057 100. 0 105. 4 34, 600 
Subgroup 4. : 313,414 3 13, 386 3 12, 586 99.8 106. 4 12, 856 103 


1 Product sold on routes outside of marketing areas included except where noted. Sales by handlers 
subject to another Federal order are not always included in data for market in which distributed. 

2 Preliminary. 

3 Computed from unrounded figures. 

* No significant quantities of outside sales included. 

5 Revised. 

6 Represents total sales except outside area sales in bulk. 

? Includes all sales outside the marketing area. 

* Marketing area substantially enlarged Sept. 1, 1954. Data for November 1954 adjusted to reflect esti- 
mated sales in marketing area as previously constituted. 

® Includes all whole milk shipped into the marketing area. 

1° Includes skim items. 
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Senator HumMpHReEyY. Consumption for sale and not consumption 
for school-lunch programs, et cetera. 

Mr. PaarieerG. That is correct. 

Senator Humpurey. | think it would be helpful to have that. 


Secretary Benson. We can get a table for New York and one for 


your own area up there. 

Senator HumpHrey. Senator Thye spoke to you about these milk 
orders. Ido not think there is any more that we need to say on these. 

Secretary Benson. We are going into that. 

Senator Humpurey. You are making a study on that? 

Secretary Benson. Yes. 

Senator Humpurey. I want to ask 1 or 2 questions in reference to 
Public Law 480. 

First of all, on the matter of the losses under the Commodity Credit 
Corporation program, the disposal program, you figure those losses at 
around $750 million; is that what I understood? 

Secretary Benson. That is $716 million for the 22-month period 
ended November 30, 1954. 

Senator Humpurey. For the total period? 

Secretary Benson. Yes. 

Senator Humpurey. Do you include in that figure the grains that 
were made available under the reduced prices, and some of them out- 
right grants under the disaster relief program? 

Secretary Benson. Did you get that question, Mr. Wheeler? Do 
we include the $1 subsidy that is given in the drought program in the 
losses? 

Mr. Wueecer (Director, Office of Budget and Finance, United 
States Department of Agriculture). Not in the figure that was given. 

Senator Humpurey. Not in the $716 million? 

Secretary Benson. No. 

Senator Humpnurey. This is related directly to the stabilization 
operation, including the donation program, the barter program, and 
title I; is that right? 

Mr. Beacu. It does not include any losses under title I of Public 
Law 480 things, because nothing had happened by November 30. 

Secretary Benson. There had been no sales consummated. 

Mr. Breacu. It includes sales and donations. 

Senator Humeprey. Under section 416, some of your losses there? 

Mr. Bracu. that is right. 

Senator Humpurey. I want to ask a question or two with reference 
to this barter program that I think I will just hold up for a minute. 

I have one further question on this butter sale. 

By the way, I have had the privilege of discussing this with Mr. 
McConnell just briefly. I just want to bring it out for a little more 
discussion. 

It is pretty difficult, as I understand it, to really ascertain what the 
world price is today; that is, from day to day in the butter market? 

Secretary Benson. That is correct. 

Senator Humpnrey. Your program of announcing a sale at world 
prices, let us say 41 cents, was one of the recent offers; is that correct? 

Secretary Benson, We made the offer, I understand, some time ago. 
It has been several months ago, I think, that we made the offer. 


Senator Humpurey. Are you now contemplating 
Secretary Benson. It was 41 cents. 
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Senator HuMpHrey. Are you now contemplating just throwing into 
the market not large sums—I appreciate the caution with which you 
have proceeded, and I think this is commendable—I am not in favor 
of dumping, but to get the commodities into this market orderly, so 
that we do not frighten our own selves and the rest of the world—— 

Secretary Benson. I think so. 

Senator Humpurey. Are you giving thought to this matter of open 
competitive bidding on a limited amount of these perishable com- 
modities, rather than trying to seek what is a world price? 

Secretary Benson. This 10 million pounds, I think that we men- 
tioned just the other day, was on a competitive basis. 

Senator Humpnrey. Do you think that might offer a better oppor- 
tunity for sale? 

Secretary Benson. It is about the only way to find out what the 
world market is. 

Senator HumpHrey. You have to test it each time? 

Secretary Benson. You almost have to test it, yes. 

Senator Humpurey. I would hope that we would proceed under 
that basis. It seems to me that makes good sense. 

Secretary Benson. I think that we ought to be competitive with 
the rest of the world and get our fair share of the world markets and 
fight for them. 

Senator Humpurey. We have an international wheat-control 
program, or an International Wheat Agreement? 

Secretary Benson. Yes, there is. 

Senator Humpurey. There are only a certain number of exporters 
of wheat and quite a few importers. How many exporting countries 
are there of dairy products, roughly speaking? 

Secretary Benson. I cannot give you exact figures. 

Senator Humpurey. A limited number? 

Secretary Benson. Probably 8 or 10. 

Senator Humpurey. Probably less than in wheat, or about the same? 

Secretary Benson. There would be more exporting countries of 
dairy products than of wheat, I think, but in the wheat agreement we 
have 4, I believe—or 3 major ones. 

Senator Humpnrey. Have you given any thought to the possibility 
of some form of an international dairy agreement in terms of exporting 
countries? I mean, after all, we are presently subsidizing our sales 
overseas. No matter what price we get it will be less than in the 
domestic support price, at least, for a period of time. 

Secretary Brnson. Generally speaking, we do not export dairy 
products in volume. Our consumption and production has pretty 
well been in balance through the years. We think that it will be in 
balance again with our increase in population, increase in per capita 
consumption, and that we will not have quantities of dairy products 
to export. 

Let us get it in balance again. 

We did accumulate these stocks when we had the 90-percent support 
on butter which tended to dry up some of our markets a little, but we 
are moving in the other direction. I think we will have a pretty 
good balance. 

Senator Humpurey. Is that not predicated upon the assumption 
that your animal population may not increase, that you will be able 
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to hold pretty much in stability what you have after you make some 
necessary reductions? 

Secretary Benson. We have taken into consideration all of the 
factors I think of importance—possibly increase in animal population, 
increase in human population, increase in consumption per capita— 
all of those things have been considered. Of course, it is an estimate. 

Senator Humpurey. Did we not once have some pretty good 
markets—for example, in Latin America? 

Secretary Benson. For dairy products? j 

Senator Humpnrey. Particularly for powdered milk, certain kinds 
of dried milk solids? 

Secretary Benson. Our principal export, as I recall, has been in 
powdered milk. I do not know to what extent they went to South 
America. 

Senator Humpurey. And Mexico and Venezuela? 

Secretary Benson. Some went to Mexico, yes. . 

Senator Humpnrey. We lost those, I understand, pretty much to i 
the Danes and others; is that true? 

Secretary Benson. I think that the Canadians took part of those 
markets, too. 

Senator Humpurey. I have heard a great deal about this from 
producers and exporters. I just wondered what we are doing for a | 
long-term pull to establish our market position in these areas. I 
realize we have a present problem of surpluses in the Commodity 
Credit holdings, but I would hope our program would look forward 


: 
i 
: 
: 


to the day to really trying to establish some continuing markets. 
That is why I made—I do not know whether it is practical at all— 
a suggestion in terms of trying to get some order out of a very difficult 


competitive situation, because every time we start to sell a pound of 
butter, as Senator Eastland stated, somebody is unhappy with us. 

[t seems to me that the American producer is not going to long stand 
for that. I mean, if we deal without being so worried all of the time 
that someone else is going to take an unfriendly attitude, we are going 
to be in trouble. Therefore, I think we have got to look forward to 
longer terms on the foreign trade basis. 

Secretary Benson. That is right. 

Senator Humpnurey. In marketing, rather than this present tem- 
porary system of disposing of it at losses to the Government. 

Secretary Benson. I think so, too; we must give consideration to 
building permanent markets for the outlet of our commodities. 

Senator Humpurey. Do we have any up-to-date fact figures on 
farm mortgage indebtedness? What has been happening there? 

Secretary Benson. There is one chart that gives a general picture 
of that, Senator Humphrey—Chart No. 1, The Balance Sheet of 
Agriculture. 

Senator Humpurey. What is that? 

Secretary Benson. It shows the balance sheet of agriculture. The 
dark area shows the farm real estate and other physical assets and 
financial assets. 

Then on the other side you have your real estate debt in black, and 
other debts and owners’ equities. 

As a matter of fact, the owner equity is at a very high point now 
compared with the 1940’s, for example. You can see what has 
happened. So the credit position of agriculture—that is, the relation 
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of assets to debts—is generally much better now than I think it has 
been at any time following a major war. We have up-to-date figures, 
too, if you would like them inserted in the record. 

Senator Humpurey. I would like them. 

Secretary Benson. Do you want them for your own use? 

Senator Humpnrey. For the purpose of the record here. 

Secretary Benson. We will insert them in the record. 

(The information requested is as follows:) 


Farm debt, United States, specified years 


[In billions of dollars] 


| Farm mort- | Short term | CCC loans 








Year gage debt. | debt, includ-| and guar- 
ayer Yow’ . |. ine OCG anties 
Tod. \eocdhhh) nce hnatitdice 
j ee last accenacesaaeicwneciaucsmisints 
9:9 shysses..5~06b Ph ec 
8. 5 Rec eenene 
RO) see 0.2 
7.2 | | | 
6.8 | | -6 
6.5 | 3.3 | 6 
6.4 3.5 | .6 
6.0 | 3.2 8 
5.4 | 2.9 6 
4.9 | 2.7 7 
4.8 | 2.9 | 3 
4.9 | 3.5 (4) 
5.1 | 4.1 () 
5.3 | 4.9 1.2 
5.6 | 5.2 1.7 
6.1 | 6.2 8 
6.6 7.3 .6 
7.2 7.6 1.2 
aed 7.0 2.4 
8.2 .9 2.1 











1 Less than $100 million. 
2 Tentative estimate. 


Senator Humpurey. I think this economic data that we struggle 
with, which is sometimes very complex, is the basis of sensible legis” 
lative policies, and I think that this is the area where we need to get 
as much information as possible. 

For example, what does the Department do in the field of research, 
that is, economic research on what we call the cost of production, the 
unit cost of production—how do we really determine, for example, 
what wage level a farm producer might get per hour? 

Secretary Benson. We have plenty of those studies that we carry 
on, some in the Department and some in the many land-grant colleges. 
The University of Minnesota in your State is carrying on one there. 
They are rather current things, and have been going on for many 
years. 

The figures vary from year to year. We try to keep them up to 
date. Most of them are based on records kept by the cooperating 
farmers with the State college, with the Extension Service, or the 
Department of Agriculture. 

Senator Humpurey. You feel those records in terms of the many 
variables that we have, because of sectional problems and geographical 
problems, are adequate, sufficient to really make good, valid judg- 
ments? 
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Secretary Benson. They are not 100 percent accurate, but they give 
a good indication. They are certainly very helpful. Most of them 
are kept in type of farming areas. We do not attempt to get one 
clear across the Nation and draw conclusions from that. Most of 
them are adapted to the various conditions in the various States. 

Senator Humparey. One other question before we come to this 
barter matter. 

The new legislation that we had under title III of Public Law 480 
provided for this processing and rehandling. What have you done in 
terms of the packaging programs? 

We were trying to get the packages down into more usable sizes for 
some of these needy people, in the institutions; what has been the 
development on that? 

Secretary Benson. I think that this is an entirely different thing 
than the relief packaging. Why do you not tell them about that? 

Mr. Burz. That has been done. Butter has been packed in pound 
prints. Am I correct in that? 

Mr. Wetts. I do not know. It is in small packages. 

Mr. Burz. It is getting into the consumer size, on butter and cheese, 

Senator Humpurey. Has this been helpful, this legislation? 

Secretary Benson. Yes. 

Senator Humpurey. One of the complaints we had from the social 
welfare agencies, for example, was that the large tubs of butter, and 
the large packages, made much waste, they were unusable. You have 
entered into an extensive program on this? 

Mr. Burz. Yes. It has helped tremendously. 

Secretary Benson. Also, in the school-lunch program I think we 
have done more to put them in smaller quantities so that they are 
easier to handle. 

Senator Humpurey. Under the barter sections of Public Law 480, 
that is section 303, what are the developments to date under that 
barter section? 

Secretary Benson. Do you want to comment on that? 

Senator Humpurey. I got the amounts in the report. Just what 
does this apply to? 

Mr. loangs. Primarily to the movement of grains and strategic 
materials for the long-term goals. The rate, as you can see by the 
report is up. It-is estimated that that volume will increase to about 
$200 million for the whole year. That will be roughly twice as much 
activity as in the previous 5-year period. 

Senator Humpurey. I have written to the Department and again 
have talked to one of your assistants, Mr. Secretary, and I believe 
that at least [have a better understanding of the problem after that 
visit with Mr. McConnell, about this barter for cobalt. There is a 
concern that has been seeking an opportunity to exchange rather 
substantial supplies of cobalt metal for, I believe, dairy products. I 
think that was it. 

Secretary Benson. Butter, cheese, and vegetable oil. 

Senator Humpnrey. That isit. As I understand, first of all, under 
title I of Public Law 480, the United States is authorized to acquire 
this French Moroccan cobalt in exchange for agricultural commodities 
through an agreement with the French Government. That would be 
foreign currency exchange. There was nothing done in that particular 
area, was there? 
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Secretary Benson. There was not. 

Senator Humpurey. Was that not very feasible at all? 

Mr. McConnetu. Let me say about this whole thing that cobalt 
and several other strategic materials are on what is called the supple- 
mental list. We are still in the process of trying to work out ways 
and means of taking those materials where we think it is to the advan- 
tage of the United States Government and at the same time to the 
advantage of our disposal program. 

The difficulty so often is that you find that you are trading grain for 
metals which could have been traded for dollars. That has been the 
real problem in there. 

Senator Humpnrey. In other words, they could have sold the cobalt 
to us for dollars? 

Mr. McConnetui. We could have sold the wheat or the other 
products for dollars. 

Senator Humpnrey. But in this instance, on this particular project? 

Mr. McConnett. On this particular project we ran into several 
roadblocks. One was their offer on butter—their indicated offer was 
in the neighborhood of 29 or 30 cents. We did not feel that was 
price enough. 

Then later on, one of their offers was aimed entirely at cottonseed oil. 

We are selling cottonseed oil as fast as we want to for dollars. 

That brings out the character of the problem 

It came down to a question of where the butter would go. There 
was no way that we could be assured that this butter would not move 
into Iron Curtain countries eventually. 

Senator Humpnrey. May I ask this question: Is there any way 
that you can be sure that this cobalt, if it is not picked up by our 
Government would not move to the Iron Curtain countries? Do we 
produce any cobalt in this country? 

Mr. McConne t. I think practically none. Our people tell us that 
it is a good metal for us to buy. I am sure of that. I am sure that 
sooner or later we will get some of these bugs out of it and will be able 
to deal on this. 

Senator Humpnrey. We did have our personal visit about this 
matter. I brought this our particularly because I gathered there is 
some interagency problem here, too, in terms of reimbursement to the 
Commodity Credit Corporation by the General Services Agency as it 
relates to these metals, particularly, in this instance, cobalt. 

Secretary Benson. We have two lists now, the regular and the 
supplemental list, as I understand it. 

We have constantly to be on guard that we are not using this 480 
to exchange for items that we could normally sell for dollars and 
thereby disrupt and destroy our normal dollar markets. 

Senator Humpurey. Mr. McConnell, I would hope that you might 
look into whether or not some of the contractors providing cobalt 
under the actual stockpile program under which we are buying 
cobalt, whether or not they are not delinquent on some of their present 
contractual fulfillments and may very well be delinquent in the years 
to come. I understand that ODM feels that they have adequate 
stockpiles for the moment of cobalt, but I also understand there is 
some delinquency of the fulfillment of the contractual requirements. 

It just seems to me that a metal as precious as this, in view of our 
expanded aircraft program, would be a wise one to press into. I know 
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you are working on it. I just feel that it is very important that we 
look into this thing and not let it slip, because I have had reports to 
the effect that this cobalt is now being vied for by other than friendly 
sources. 

It might be well for us to find out just whether we are going to have 
a chance at it. Time is running out. 

Sometime I want to talk to the Secretary about another matter, but 
I do not think at this particular moment that I will bring it up. 

The CHarrMan. It is almost 12:40 o'clock. There are three other 
Senators, I am sure, who desire to ask questions. What is the 
pleasure of the committee? 

Senator Hoiianp. I have already had probably undue time. 
However, since I will not be able to be back here this afternoon, there 
is one other question that I would like to ask information on. 

Several days ago I requested the Department to supply for us 
typical illustrations of how private industry is utilized in these sales 
of Commodity Credit Corporation stocks. Do you have that pre- 
pared, where you can insert it in the record? 

Secretary Benson. Yes; we could insert that very easily. 

Senator Hotuanp. I ask that be done. 

(The information requested is as follows:) 


PARTICIPATION OF UNniTep Srares Private TRADE 
TITLE I, PUBLIC LAW 480 


The following is a description of the sale of grain to Turkey under the program. 

1. On January 10, 1955, the Department of Agriculture issued authorizations 
to Turkey to purchase approximately $12,523,000 worth of wheat, oats, and 
barley, and released information to enable exporters to become familiar with the 
details of the transaction. 

2. On January 12, 1955, Toprak (the Turkish governmental purchasing agency) 
issued to the United States trade invitations to bid to be returned by 6 p. m., 
Friday, January 21, 1955, care of Turkish Economic Mission, Washington, D. C. 

3. Upon award of contracts to American exporters, the Turkish Government 
will request CCC to issue letters of commitment to American banks on behalf 
of Turkish banks, under which letters of credit in favor of exporters will be issued. 

4. Exporters are required to purchase from CCC grain of the same class and 
quantitv as that sold to Turkey. Prior to shipment to Turkey, the exporter 
must obtain a letter of credit issued or confirmed by the American bank to which 
the letter of commitment was issued. The costs of these financial arrangements 
are paid by the Turkish importer. 

5. After shipment, the exporter will draw on the letter of credit with required 
documents attached to the sight draft and will receive payment in United States 
dollars. 

6. The American bank will obtain reimbursement from CCC, under the letter 
of commitment, for the amount paid to the exporter and will send the documents 
required by the importer to the Turkish bank, charzing the account of the Turkish 
bank with the service fees. The amount of the sales price will be deposited in 
Turkish lira in a special account of the United States Treasury at Ankara. Such 
deposit will be made at the official selling rate in effect on the date of disbursement 
by the American bank. 

7. At this point the American exporter has been paid in dollars and the United 
States Government has been paid in foreign currency for the commodity. Insofar 
as the United States private trade is concerned the transaction is closed. CCC 
will receive reports from the Treasury Department as to deposit of lira, will 
authorize refund of excess lira, and will report deficiencies. The Turkish Gov- 
ernment will be required to deposit additional lira to compensate for any deficiency. 


The CHAarRMAN. What is the pleasure of the committee? I under- 
stood from you, Mr. Secretary, that you may have something to go 
to this afternoon so that you cannot come back? 
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Secretary Benson. It would be difficult for me to come back. 

The CuarrMan. I wonder if we could complete it this morning? 

Senator Younc. Why not leave it to those who have not asked 
questions as yet? 

The CuarrMANn. What is your pleasure? 

Senator Hicxen.ooper. I have three questions. 

Senator Munpr. I have just 2 or 3 questions. 

Senator Scorr. I had one question, but I will pass it up at this 
time and take my chances later. 

The CuarrMan. Suppose you proceed, Senator Hickenlooper. 

I wish to further state, as soon as the committee gets through with 
the Secretary, I would like to take up two nominations here. I would 
like to get the committee to go into executive session. I understand 
that there is no opposition to them. We may be able to dispose of 
those nominations within just a few minutes. 

Senator Humpurey. The two nominations listed before us? 

The CHatrMan. That is right. 

Senator Humpurey. I give you my proxy. I do have another 
appointment. 

The CHarrman. I would like to have a majority present to pass 
upon them. I hope that not too many of you will be absent. 

Senator Humpurey. If you need me, you may have the clerk call 
my office. 

Senator Arxen. If there is no objection to these two nominations, 
no questions, why do we not act on them now? 

Senator Jonnston. I second that motion. 

The Cuarrman. Is there any objection to the approval of those two 
nominations, Mr. McConnell and Mr. Peterson, as Assistant Secre- 
taries of Agriculture, and Directors of the Commodity Credit 
Corporation? 

The Chair hears none. Very well. 

You may proceed, Senator. 

Senator HicKENLoopER. Do I understand from your statement that 
certain basic commodities and I say basic, not in the technical sense 
necessarily, are moving into a position of balance now, for instance, 
do I understand that the meat situation is in substantial balance at 
the moment? 

Secretary Benson. J think much more nearly than it has been in 
recent years. 

Senator HickENLooper. That is, it is moving into a balanced 
position? 

Secretary Benson. Yes. And increasing consumption, of course. 

Senator HickENLoopER. Yes, that would be true, the total con- 
sumption. Are we at this time in any situation which you might 
describe as distress—any necessity for exporting meat products, or 
are we substantially consuming our meat products within this country? 

Secretary Benson. We are consuming our output, Senator. 

Senator Hicxentooper. So that as the situation exists now there 
is no emergency demand that we find markets for larger quantities 
of meat to be exported abroad? 

Secretary Benson. I think that is true. We did look into the 
possibility of some exports abroad, and in most cases our level of 
prices is above other markets. Generally speaking, our consumption 
and production is in balance. We are consuming all we produce. 
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Senator HickKENLOooPER. You feel that the dairy situation is moving 
in that direction? 

Secretary Benson. I do, very definitely. 

Senator HickenLooper. With the reduction of the holdings in 
certain dairy products? 

Secretary Benson. That is true—not as rapidly as we would like 
to see it, but I think we are making real progress. 

Senator HickenLooPER. Therefore, so far as the major products of 
at least certain commodities are concerned, the necessity for foreign 
consumption or foreign markets involves wheat, cotton, and some 
corn, if we could move it? 

Secretary Benson. We normally do not move great quantities of 
corn, but we do export some. Our corn crop this vear, as you well 
know, is down somewhat. Our livestock population is high: 

Senator HickKENLOoPER. You feel that the corn situation is not 
particularly one of distress at the moment? 

Secretary Benson. I think the situation has greatly improved. 

Senator HickeNLoopsEr. In order to hurry along, I will get into 
just one other field, which I do not believe you mentioned in your 
report. 

I am very much interested in the progress of the new approach to 
the agricultural attaché situation in our Foreign Service abroad. Is 
there any comment you could make on that at this moment? 

Secretary Benson. We feel we are making headway. We are 
trying to select our men carefully. We look upon these men as 
representatives of American agriculture abroad. 

We are anxious, too, that they exert their influence to help expand 
our markets abroad. 

We feel that it was a wise move when the Congress authorized or 
transferred those functions to agriculture. As rapidly as we can, we 
are assuming them and hope that we can do it in a creditable manner 
that will be of real service to American agriculture. 

Senator HicKENLOoPER. What is your feeling, so far as you have 
gone in your studies now on this new program of agricultural attachés 
as to whether or not there is definitely an area in which they can be 
of service in expanding markets for American products which we 
desire abroad? 

Secretary Benson. I think they can be very helpful. Of course, 
the big job is still going to be done by private trade. These men 
can help the private trade, help our exporters and our processors to 
find new markets and to develop new areas for expansion. Certainly, 
they can be the eyes and ears of the Department of Agriculture 
abroad and can translate to people abroad something of our policies 
and problems and programs in agriculture here at home and at the 
same time report to us on conditions abroad and possible markets 
abroad. 

We look upon them as our representatives over there. We think 
they can be very helpful to us. 

Senator HickenLooper. There are many other questions which 
would occur to me which have already been canvassed by other 
members of the committee, and I shall not reask them. 

With reference to the remark that Senator Humphrey made 
moment ago, in which he said that we might be able to eat our way 
out of this situation in the long run, is not that the last analysis, 
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anyway—this food must be consumed—we must eat our way out of 
the situation one way or the other? It cannot continue to be a matter 
of dollar manipulation over an indefinite period of time. That food 
is produced for consumption. Our agricultural production is in the 
main for consumption. And that it will be the use of our products 
by our people, or directly fed to human beings, or to the animals. 
It is the food- -consumption operation that must be the solution of 
this thing. That is what we are striving for? 

Secretary Benson. That is right. 

Senator HickENLoorer. We are not really striving for a dollar 
balance sheet or a statistical figure on paper, but to get the food 
which we produce consumed at a price which will maintain increasing 
prosperity of our agriculture? 

Secretary Benson. That is true. 

Senator HickENLoopER. That is all. 

The CHarRMAN. Senator Mundt. 

Senator Munpr. Mr. Secretary, on the 5th of January the Depart- 
ment of Health, Education, and Welfare reinstituted a section. I 
am wondering whether that has been set up now with sufficient safe- 
guards so that we will not again have the wave of complaints that 
ensued a year or two ago w hen we had that matter before our com- 
mittee. 

Secretary Benson. Senator, your interest is the same as ours. We 
are very hopeful that it is. We have had a number of conferences 
with the Department which you mentioned. I am hopeful that we 
are moving forward on a program that is sound and workable and 
reasonable, and that we will have the cooperation of the trade in 
our efforts. I do not think any program will be successful unless we 
do have the cooperation of the trade. 

Senator Munopr. In the main, what has been the reaction of the 
trade, the people in the elevator business, and the farmers? 

Secretary Benson. I would like Mr. Butz to comment on it, because 
he has been sitting with the committee. The reaction that has come 
to me personally, ‘T think on the w hole, has been fairly good. 

Mr. Burz. The trade has gone along on the modest program that 
has been announced. 

Senator Munpt. This new program is considered a change, is it, 
from the one which created the uproar? 

Mr. Burz. Yes, the new program follows the recommendations of 
the advisory committee. 

Secretary Benson. That Commission was largely from the trade, 
as you know. 

Senator Munpr. In the President’s state of the Union message he 
placed considerable emphasis on the expects tion that a way would be 
found to take care of the low-income farmer, to give him a little better 
break, better purchasing power. Is that envisioned—will that come 
to us with specific legislation later this session, for that particular 
purpose? 

Secretary Benson. The President hopes, I think, to send a special 
message, a brief message to the Congress, on that subject. We hope 
to have some recommendations to submit to him for consideration. 
We have not firmed them all up yet, but we are approaching the point 
where I think we can. We have had this under study now through 
our National Advisory Committee, and 2 or 3 task committees for 











64. GENERAL FARM SITUATION 


about a year. I do not think there will be anything sensational, but 
I do feel we will have some recommendations that are sound and 
helpful. 

Senator Munpr. On page 4 of your presentation you referred to 
nonfarm sources of income received by farmers. Would you dilate 
on that a little more, and indicate what you have in mind? 

Secretary Benson. May I ask Dr. Wells to comment on that? 
He has more of the details on that. 

Mr. Wetts. We try to estimate the income that people who live 
on farms receive from work off farms as well as the income they receive 
from farming. We know there are a great many people who work 
part time on farms, and work part time off of farms. 

Senator Munptr. What criteria do you use to determine whether 
those people are laborers who live on the farm anid supplement their 
annual wage income with farm operations, or do you classify them as 
farmers supplementing their income from working off the farms? 

Mr. We tts. The figures are for the total farm population. What 
we try to cover there is what the Bureau of Census includes under the 
term of farm population. We do have some studies that break down 
between the operators and the laborers, which we break down as 
between different types of farm people, those operating commercial 
farms, as against the farmer who is practically retired and just living 
on the farm, et cetera. 

Senator Munpt. Do you know what criteria it is that is used by the 
Census Bureau? 

Mr. Wetts. It is rather a technical definition, I would like to include 
it in the record. 

Senator Munpt. Will you put it in the record? 

(The information requested is as follows:) 


Farm PopuLaTION AND INCOME 


Current estimates of the total farm population of the United States are obtained 
cooperatively by the Agricultural Marketing Service and the Bureau of the 
Census. The definition used is that adopted for the 1950 census of population. 
According to this definition; the farm population includes all persons living on 
farms, as determined by the question, “Is this house on a farm (or ranch)?” 
Persons living on what might have been considered farmland were classified as 
nonfarm if they had paid cash rent for their homes and yards only. Persons in 
institutions, summer camps, motels, and tourist camps were classified as nonfarm 
residents. Farm residence is therefore determined without regard to occupation. 
The classification depends upon the respondent’s conception of what is meant by 
the word “farm,” and consequently reflects local usage rather than the uniform 
application of an objective definition. For this reason, there is considerable 
variability of response among families living in areas where farm operation is 
part-time or incidental to other activities. 

The population figures resulting from this definition include hired farmworkers 
and their families who live on farms as well as farm operators and their families. 
Hired farmworkers and their families who do not live on farms are not included. 

The population data resulting from this definition are used in making estimates 
of the per capita income of persons living on farms. In 1953 the income to 
persons on farms from farming was $14 618 million. This total includes the 
realized net income of farm operators of $13,275 millions plus the farm wages of 
farm resident workers of $2,139 million minus $796 million net change in farm 
inventories. Dividing this total of $14,618 million by the farm population of 
22,679,000 gives the average per capita income to persons on farms from farming 
of $645. 

In addition, people living on farms also receive income from nonfarm sources. 
For 1953 this was estimated at $6,100 million or an average $269 per person. 
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This amount, when added to average per capita income to persons on farms from 
farming, gives $914, the average per capita income to persons on farms from all 
sources. 

The per capita income of the nonfarm population for 1953 is estimated at 
$1,886. 

The CHarrman. Are there any further questions? 

Is that all you have to add? 

Secretary Benson. That is all. Thank you. I appreciate the 
opportunity of coming before the committee. 

The CHarrMan. We are very glad that you have been with us. 

We will adjourn at this time until 10 o’clock Friday morning. 

(Whereupon, at 12:55 p. m., the committee adjourned, to reconvene 
at 10 a. m., Friday, January 21, 1955.) 

(Information on inventory operations of the Commodity Credit 
ceperenee submitted by the Department of Agriculture is as fol- 
ows: ) 
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